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INTERNATIONAL AFFAIRS 


SIGNIFICANCE, FUTURE OF EAST-WEST ECONOMIC RELATIONS WEIGHED 
Budapest VALOSAG in Hungarian No 6, Jun 82 pp 1-8 


[Article by Jozsef Bognar, director of MTA Research Institute of World 
Economy: “The Importance and Future of East-West Economic Relations] 


[Text } We can approach the situation, importance and trends in East-West 
economic relations from differing points of view. In this study we prefer 
the global approach: that is, we do not primarily deal with the inner 
dynamics and development of relations changing in time but with their 
placement, importance and effects in the system of worli economic processes. 
Another characteristic of our method of approach is represented by its 
multidisciplinarity because we do not regard the economic relations only as 
factors determined by economic interests but as a phenomenon of the modern 
world which has a close reciprocal effect with the political-security 
(military) relations among states. A third characteristic of our method 

of approach and analysis is that we devote particular attention to the 
transformation (which has started already) in the process of the "Eastern 
value systems." In forecasting the future, not only the necessity but also 
the justification of this approach is obvious since these changes influence 
to a decisive extent the policy pursued during the development of relations 
as well as the content and forms of the relationships. Moreover, it is also 
obvious that essential interests of various countries and economic circles 
of the world (the international community) and of the European socialist 
countries themselves are linked to seeing that these changes are interpreted 
correctly by their partners of today and tomorrow (potential partners). 


East-West relations--including the Soviet-American relation--represent the 
most decisive component in current world political power and balance 
relations. It is well known that the “bipolar balance relations which 
derived from international political relations that developed after World War 
Il are under gradual transformation in our times. Indeed, new economic 
centers are in process of development, and in addition the developing 


countries--related to the population explosion--play an increasingly important 


role in world politics. Undoubtedly, however, the greatest military 
technological, economic and scientific potentials are still to be found 

in the East-West sphere. The Soviet Union and the United States are global 
powers, and as a consequence their relations in various regions of the world 
are influenced by the changes and developments that are taking place, and 








indeed these can have an effect on the balance relations that have developed. 
It is obvious that these developments and changes give rise primarily to 
local problems and conflicts--given that there are 180 nation states including 
the existence and birth of many new states, and yet most of these local 
conflicts also have East-West aspects. Theoretically it can happen that one 
of the global powers will overestimate the East-West projection of a problem 
in question, and will not sufficiently take into account its moving springs. 
For example, Ariel Sharon, the Israeli defense minister, criticizes the 
Middle East policy of the United States as follows: "The Americans do not 
understand what is happening in the Middle East and Africa. Like blind 

men in a chimney, they make war against Soviet expansion." 


The competition between the global powers and a lack of confidence has 
Started a serious arms competition which not only causes grave damage to 
East and West at the time of a deep and longlasting economic crisis but also 
pushes some of the developing countries into great armament expenditures. 





These factors and interrelationships of international political relations do 
not promote economic relations, in fact they frequently hold them back and 
restrain then. 


It must also be noted that--unlike in the past--the present leading (global) 
powers have very great internal economic resources and potential; therefore 
they are not subordinate to international economic relations like most of 
the countries. Given also their enormous energy sources they are more 
easily able to bear those losses which the temporary suspension of some 
kinds of relations (commodity exchange) might give rise to. Thus the 
attitude of the leading powers is not foreign economic centric, and in fact 
in the case of the United States it also frequently happens that it will 
forbid or obetruct potential economic relations in the interest of increasing 
political pressure under the assumption that this measure will cause more 
economic harm to the other party than the loss of profit to itself. 


In the case of such and similar measures, however, the initiating party 

(the United States) does not take into account that an embargo does not have 
an unfavorable effect only on those economies against whom they are directed 
but also on the entire system and "the climate” of world economic and world 
commercial relations. In the present world economic and world commercial 
relations there are hardly any materials and commodities which can be 
supplied by only one economy, and therefore it is "necessary" to put economic 
or political pressure on potential suppliers whether these may be neutral 

or allied in the political sense; that is, the economic force used on the 
political adversary is extended. It is also obvious that economic relations 
based on the principle of mutual advantages--which is harshly damaged by the 
embargo--requires continuity, particularly in the present world economy 

in which a significant part of the advantages derive from task distribution. 
It is dangerous in and for itself if foreign economic relations are 
mechanically put in the service of foreign political and security considerations 
in government policy. We must consider the differing nature of international 
political and economic cycles which derives from the fact that foreign policy 
is a strongly centralized activity, while foreign economic relations gradually 








and slowly become parts of the value system of national economies. The time 
requirement for changes derives from this difference. A political change of 
behavior can be rapidly carried out since it derives from several central 
(government) decisions, while the building of economic relations goes slowly 
because the interested parties must not only find each other but also that 
constellation suited to their own capabilities and to the world market 
demands which assure the advantages latent in cooperation. We must realize 
a change in structure, perhaps investments, we must find the potential 
buyers on a third market, we must assure the necessary services, and so 
forth; that is, the material advantages latent in cooperation become embodied 
only after years. Meanwhile, if the political cycle changes and no longer 
favors cooperation, the parties may drop their concrete material gain, 
become cautious (perhaps refrain) in working out similar possibilities in 
the future. It should also be pointed out that on the basis of political- 
security arguments economic relations may be interrupted at a point of time 
when economic growth is becoming more and more sensitive to foreign economy, 
and the mutual dependence of the economies is realized more and more 
strongly. The foreign economic sensitivity of growth, however, does not 
refer only to the importing countries but also to the exporting ones, for 
the dynamics of world trade has plunged downward since the crisis.- 


Particularly dangerous ie the "subordination" of iaternational economic 
relations to political-security considerations since the unfolding of the 
crisis. 


(I will note only in parentheses that in this respect I am speaking of a 
world economic change of era-—most of the Hungarian economists have accepted 
and used this terminology--since I ascribe the crisis which exploded with 
the oil crunch to the influence of factors of such fundamental importance 
as bring to a head a new economic era and a new economic way of thinking.) 


Since the crisis (the change of era) the scarcity of natural resources 
(renewable or nonrenewable) has appeared with dramatic force. We are not 
speaking of scarcity simply in the sense of Ricardo-Malthus-Jevons, etc.,-- 
which otherwise represents one basis of economic thinking--and not merely 

of the fact that the needs of 6 billion people (in the year 2,000) and then 
of 12 to 15 billion people will assume a much greater need in the way of 
natural resources than 700 to 800 million, but rather of the “scarcity” in 
mankind's natural environment and living conditions which has come about, 

and which requires an entirely different kind of action program. In response 
to the demographic revolution and other factors, a striking contradiction 

has arisen between the distribution of population and the allocation of 
modern economic activity. For the first time in the history of development, 
mankind has come in possession of a technology with which he can destroy 
himself and the conditions of his existence. Technology, therefore, is no 
longer only a “blessing” and one of the bases of progress but also the source 
of a constant danger. 


Negative p»enome a, however, have broken to the surface in the economies 
which make the possibilities for economic development more difficult, or put 
a question mark on them. A revolution of cost and price has started from 








energy sources to health services. The increase by leaps and bounds in costs 
has made many economic activities which were formerly profitable a losing 
matter. Inflation appears which can be kept in one-digit figures only with 
Stagnation. An alarming extent of unemployment has appeared in the developed 
capitalist countries, and the conditions for overcoming it--particularly in 
event of a further increase in expenditures for arms--are not assured. 
Serious economic imbalances are arising (particularly in the payments 
balances and budgets) everywhere including the socialist countries. The 
international financial system is in great danger. As a consequence of 

the economic crisis, the social structures developed over the past decades 
have started to disintegrate. The international political relations and 
structures that have developed are not suited to promoting the cooperation 
that is economically necessary. Armament is drawing more and more material 
means from the economy and is becoming a developing enclave in particular 
circumstances which hardly has a positive effect on the development of 

the civil economy. 


Thus far we have sought with out analyses, which refer on one hand to East- 
West relations and on the other hand to the consequences of the world 
economic changes of era, to substantiate three propositions. 


1) Im the economic sense, too, the East-West relation defines that 
international climate in the framework of which the nation states develop 
their relations. From another approach, in the event of bad (half hostile) 
East-West relations (including economic relations) the political and economic 
problems of the world at present (including the Third World) cannot be solved. 


2) During a world economic change of era (crisis), such serious and 
longlasting phenomena have come to the surface which seriously endanger the 
civilized system as it has developed, or its supporting pillars. 


3) The grave, collapse-threatening crisis (partial crises) which is 
appearing in the world economy and in the national economies can be overcome 
only with the help of economic cooperation and political collaboration of 

a kind that is without example in the history of this or the preceding 
century. 


In the following I should like to speak about the transformation of the 
foreign economic interest system of the European socialist countries, the 
driving forces of the transformation, and the effects which the changes can 
express on the system of East-West economic relations. 


A deeper analysis and better overview of these questions assumes a brief 
characterization of the present world economic positions of the CEMA countries. 
Their share in world trade is around 10 to 1l percent. Their share of world 
production may be put at around 25 to 30 percent. Their relatively low share 
in trade stems from various factors: 


a) The strongest member state of the integration, the Soviet Union, is a 
country with immense natural resources and a great internal market (together 
with integration possibilities), in the national economy of which foreign 
economic activity plays a relatively limited role. 





b) At the time of its transformation, the Soviet Union had to struggle with 
a blockade, and after World War II the European socialist countries with an 
embargo. At that time, the embargo extended to 50 percent of the usual 
commodities in world trade. In the possession of adequate economic resources 
and capabilities it is possible to avert the embargo and to defend against 
its consequences, but in the course of the defensive measures an economy 
will be created in which survival is decisive, while cost relations and 
required rates of return play a secondary role. On the other hand, the 
production structure which comes about under such conditions will be broader 
than rational (justified) since it cannot be counted on that imports will 


organically correct the differences between the production and consumption 
structure. 


Since the end of the Cold War and the embargo, greet efforts have been made 
to develop relations between CEMA countries and other participants in the 
world economy. These efforts have led to considerable results inasmuch as 
the share of the external world (mon-CEMA countries) has increased strongly 
in the foreign trade of the CEMA countries (at least around 50 percent), and 
there have been periods in which East-West trade was the most dynamic sector 
of world trade. It is undoubtedly clear, however, that on one hand the import 
needs of the CEMA countries increased more rapidly than their export 
capabilities and on the other hand the political tensions that arose from 
time to time made it impossible to meet needs with security (on a basis 

of continuity). Therefore, the brief periods of rapid development were 
replaced time and time again by regressions and uncertainties. 


Nor did those efforts lead to results which attempted regulation by fairly 
taking into account the interests of both sides in the principles and practice 
of commercial-economic relations betweeu the CEMA countries and other 
economic blocs (for example, the Common Market) or countries (for example, 

the United States). Such contracts and agreements have very great importance 
at times when on one hand the practice of international trade is undergoing 
substantial changes and on the other hand the extent of the preferences 
granted or denied to each other strongly influences the positions of the 
individual countries and enterprises in the developing export competition. 


In recent decades the economic activities conducted by CEMA countries with 
the outside world have developed such characteristics as differ substantially 
from foreign trade systems preferred or accepted by other participants in 
world trade. Foreign experts and supporters of conservative concepts within 
socialism conceive of a concrete foreign economic system in a given period 
as if every component of it could derive directly from the political system 
(or from ideology). This is a mistaken concept, however, for on one hand 
socialism itself is a developing system which changes its characteristics 
during its progress, and on the other hand the characteristics of an 
operating system in the foreign economy are influenced by the concrete 
situation, the environment, and extent of the state of development, the 
development of foreign economic capabilities and the internal management 
system of the economy. 














Factors of the foreign trade system, for example, like the role of the state 
or the planning of foreign economic relations, derive in reality from the 
socialist system. The concrete phenomenal forms of these “system 
characteristics,” however, depend on how the state role and function is 
conceived in a given period of developm-nt, or how the link between planning 
and economic policy is assured, and to what extent the world economic 
processes are seen as predictable, etc. 


Other characteristics, however, derive not from the system but, for example, 
from the hostile nature of the external economic environment. A hostile 
external environnent creates a closed economy whose priorities, efforts, 
interest relations, and so forth are of necessity isolated from the world 
market. Naturally, the system deriving from the fact of a closed economy 

also has its own internal logic, and this also creates a certain economic 

way of thinking and evaluation system, and this system on one hand “becomes 
frozen" (rigid) and on the other hand merges with those outside characteristics 
and criteria which derive from ideological-political factors. 


A further characteristic of the foreign economic and in general the economic 
system was the extensive type of development, which means that rapid 
economic development was achieved frimarily by establishing new work places. 
Under such circumstances every economic activity appears to be profitable 
which serves the structural transformation of the economy, promotes full 
employment, and meets the needs of the internal market. One of the 
characteristics of the extensive economic growth type is that from an 
earnings point of view the driving force of the growth is represented by 
the internal market, which appears natural in case of a deep-going social 
transformation, for we have to devote special attention to improving the 
situation of sub-classes that were economically depressed in the past. 


In response to the above-mentioned factors, characteristics developed 

(that is, not primarily on the basis of system characteristics) in the 
foreign economic model of the socialist countries like the strong separation 
of the external and internal management system, the range of relations being 
created with the external world as determined by needs, the absence of 
convertibility, and moderate and passive participation in international 
economic organizations. 


It is obvious that this foreign economic model must be transformed if changes 
are realized in the situation, in the intensity and effects of factors 
influencing and promoting the development of the model. 


Toward the end of the 1960's, extensive reserves were exhausted in the 
economic development of the socialist countries. As a consequence of the 
slowing down and then the stagnation of population growth, it is no longer 
possible to assure available manpower for industry. It is necessary under 
such circumstances to open other sources for economic growth. Under the new 
circumstances of growth and development, the new driving forces are 
represented by structural transformation, innovation, technical development, 
reduction of cost, the introduction of modern economic organization 
principles, and the exploitation of advantages latent in international work 











distribution. Their release, however, requires a deep-going and interrelated 
reform of the economic policy, management structure and institut‘onal 
Structure. The introduction of such reforms requires a certain apount of 
gradualism for the necessary changes also mean the revision of development 
priorities, decision rights, and the authority-influence zones being built 
on these rights. All this cannot be implemented in such a form that in the 
new situation everyone will receive the necessary authority in such a way 
that the old influence-authority zones will remain unaffected. Thus the 
transformation is paired with substantial social tensions: gradualisa, 
however, assures exactly that the tensions being created should not overturn 
the overall socio-political equilibrium, which means the basis of the 
existence and survival of the system. 


Among the new driving forces of growth and development, the foreign economic 
factors play an entirely special role. This new interrelationship derives 
from the combined effect of various factors. 


a) Im the new situation the foreign economic activity has become a growth 
(development) promotion factor. As a consequence, the foreign economic 
sensitivity of the socialist economy has increased substantially. 


b) The import needs of the socialist economies have increased by leaps and 
bounds, which in the case of a closed (more exactly, half-closed) growth 
model of the socialist economies would lead to a foreign trade and payments 
deficit, since pole (carrier) export sub-branches were not created. 


c) Also in the CEMA (economic collaboration among socialist countries) 
sphere, changes have occurred which make the member states dependent to an 
increasing degree on the world market. 


1 would like to mention four of these changes. 


a) The new policy introduced for the natural resources (primarily energy 
and industrial raw materials) problems, which counts on world economic 
possibilities to an increasing extent both in exports and imports; and in 
respect to prices it regards world market developments as standard. 

A rational corollary of this new policy is that surplus countries export 

to the capitalist world market, while those with shortages import. (To put 
it another way: CEMA does not fcllow a “self-supply” policy). 


b) Import replacement methods are questionable in such a period, while 
quality, technical state of development and cost relations represent 
growth-development driving forces. To use another approach: it is no 

longer enough to meet demand if during the replacement process the rate of 
return does not improve, the cost level in the international sense does not 
decline, or quality in the international sense lags behind world market norms. 


c) International work distribution in CEMA--which in recent years has 
assumed the form of the Complex Program--can become truly profitable only if 
the external market is also taken into account. 


- 














d) Besides the above-mentioned factors, the indebtedness of certain member 
states and the economic crisis (Poland) has also created a situation which 
can be bridged only by the dynamic development of the export sectors. 


The above-listed and briefly described foreign economic facturs indicate 
that the export capability of the socialist economies must be vigorously 
developed; that is, we must link up with the world economy also on the 
export side. The link-up through the import side--which as already occurred 
in the past two decades—-represents a relatively simpler task because it 
does not require the linking of production, technology, innovation, investment 
pulicy (the priorities), price and value relations to the world market 
situations and requirements. On one hand the new adjustment assumes the 
modernization of mechanisms, institutions and organizational forms related 
to the foreign economy, and on the other hand a greater extent of 
interdependence by the “internal operation” of the economy with the world 
economic situations and requirements. 


Every European socialist country has taken steps in this respect since the 
second half of the 1960's. It must be indicated however, that the current 
problems of the socialist economy are not exclusively (primarily) foreign 
economic in sature. The outward operation and functioning of a given 
economy is inseparable from its “internal” operation and renovation 
capability. It is obvious that the solution of internal and external 
problems, disequilibrium and difficulties, mutually determine and assume 
one another. 


In a period of intensive economic development, there is need for a 
well-considered and related further development of commodity-money~-market 
relations. But these relations not only embody an interdependence system 
influencing the operation of the whole economy but also express a strong 
effect on the socio-political and cultural structure that can be developed. 


In this respect, the economic political concepts of the various socialist 
countries still show considerable differences. These conceptual differences 
stem from different situations and experiences; but in the coming years 

it may be assumed that they will decline as a consequence of the world 
economic effects and situations. 


In summary, we may say on the basis of an analysis of the socialist countries’ 
economic political situation, that the necessity of the foreign economic 
changes (the opening) in inevitable, and the conditions will gradually come 
about at different points of time and by way of the development of different 
forms. 


However, it must be emphatically stressed--as I have already indicated 
in the foregoing--that a vigorous adjustment of the socialist countries to 
the world economy on the export side can be realized only in a relatively 
favorable international economic and political climate. To put it another 
way: the strongest participants in world trade should help fuither this 
process (maximum requirement) or they should not make it more difficult 
(minimum requirement). It is possible that in the present tense world 











atmosphere this requirement may be absurd. But a short reflection of the 
world economic situation will lead us to the conclusion that the present 
situation and the present action reflexes represent the absurd, because in 
an era of mutual dependences, determinations, and global problems the 
natural thing which would serve everyone's interests would be if the 
participants in the world economy would help one another in the solution 
of such problems. 


In the West, two essentially divergent concepts are expressed in this respect 
in political and economic life. 


Both in the United States and in Western Europe there are power factors which 
desire the reduction of tensions, the ending of arms competition (or its 
reduction), and the pursuit of economic cooperation. These circles see in 
economic relations a factor which will promote the convergence of interests 
on part of the different countries, and through the network of mutual 
economic interests will reduce the possibility for political adventurism 

and surprises. Of course, time is necessary for developing and consolidating 
the mutual economic interests, and therefore the economic convergence cannot 
be linked to an idea or demand for immediate political changes. These 
circles are stronger and more influential in Western Europe than in the 
United States, which is obviously related to the fact that West European 
policy is of necessity more foreign economic centric, for economic growth 

and development are closely dependent on foreign economic possibilities. 


The representative of the opposing concept also embody a substantial and, 

in recent times, strengthening trend in Western policy. In several countries 
(particularly the United States and Great Britain) the trends have risen to 
the level of government policy. In international policy this has three 
particularly negative distinctive features and efforts. The first is 
old-fashioned anti-Sovietism. 


The second distinctive feature is the escalation of conflicts; on one hand, 
in such a way that the political conflict is automaticaliy extended to the 
economy and thereby disturbs international economic relations, and on the 
other hand in the sense that it immediately transfers the smaller regional 
conflicts into the global system, which on one hand is already burdened 
with the effects of living or unsolved conflicts and on the other hand 
"heats up" tensions. 


The third characteristic is the whipping up of armaments competition in a 
period of economic crisis when the economy is not able to solve the existing 
serious problems (payments balance and budgetary deficits, unemployment, 
inflation). 


The political supporters of this anti-Soviet, escalation, and armaments 
policy within the economy espouse a characteristic economic political order 
which by emphasizing the principles of classical capitalist liberalism 
endeavor to liquidate the results and achievements of the welfare state. 

In order to popularize economic policy they proclaim goals which in fact 
exclude one another. (For example, tax rebates, that is, the reduction of 

















state revenues, increased armament expenditures and the restoration of a 
balanced budget within several years.) Moreover, they proceed from the 
assumption that the capitalists will in times of economic crisis completely 
invest, etc., their surplus income deriving from tax reductions. It may be 
assumed that the bankruptcy of this domestic economic policy will become 
Obvious within 2 to 3 years’ and this may lead to the weakening of these 
trends and concepts. 


After reviewing the Western political trends from the viewpoint of the 
expected development in the international economic climate, I would like to 
indicate that the likely Western behavisr will have an effect also on the 
economic political orders of the socialist countries. Obviously, the 
supporters of an anti-Soviet, escalation-embargo policy and the armaments 
competition will objectively strengthen the situation in the socialist 
countries of those who under the present international conditions hold 
themselves aloof from a more vigorous adjustment to the world economy, and 
thereby from accepting the idea of dependence. In the case of normal 
international circumstances, these concerns cannot counterbalance the 
elementary desire of the leadership and broad masses to develop a well- 
functioning socialist economy. In the case of constantly deteriorating 
international relations, the regular escalation of conflicts, embargo, 

and strengthening armaments competition, however, an emergency situation 
may develop in which the rational mode of thinking indispensable for 
understanding and dealing with economic problems is forced into the background. 





Summarizing the foregoing, I see in our days a great opportunity for revising 
and developing East-West economic relations in a comprehensive way. The 
revision of East-West economic relations in a new and cooperative spirit 
would open the way for gradually solving the problems of the Third World, 

and the global economic problems. There would be particularly great need 

for this in a period when the world is confronted not only with a growth 
crisis in the internal economies but also with the stagnation of 
international commerce. A comprehensive revision and development of East-West 
economic relations would create a network of interests and dependences 

which in the future would be one of the components in the solution of various 
political-security problems and on the other hand would represent one of 

the limits to the contrary process. 





Obviously, it is not possible to jump from one condition into another (even 
though it were more desirable). Therefore, this development also may only be 
gradual, but it cannot proceed by itself; that is, at decisive points it is 
not possible to do without the courageous and responsible decisions of 
responsible politicians, statesmen, and economic specialists. 


Three developments could give a positive turn to the international political 
and economic situation, which otherwise (without the developments)will become 
more and more ungovernable: establishment of a military balance at a low 
level (a comprehensive arms limitation agreement); a rational restraining and 
reduction of the inevitable conflicts; proclamation of the continuity of 
economic relations which would mean that the countries adhering to the 
proclamation would guarantee the continuity of economic relations even if 
tensions or smaller conflicts would occur among the countries in question. 


6691 
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SHORTCOMINGS IN FIELD OF COMMUNAL SERVICES CITED 


Tirana ZERI I POPULLIT in Albanian 21 Jul 82 p 1 
{Editorial: "Let Us Expand and Improve Communal Services"] 


[Excerpts] Under the attention of the party, communal services have been in- 
proved and developed. They include housing, water, light, clothing services, 
recreation and entertainment, which play an important role in improving the 
material and cultural well being of the masses of workers. In order to achieve 
the level desired by the party in communal services and repairs, there must be 
the highest level of organization and discipline at all times and everywhere. 
However, what has come to light during some inspections made in Tirana, Kruje, 
Berat and Lushnje districts? Even though there has been an increase in services 
and new activities have been added, in many cases, the needsof the people have 
not been satisfied on time with good quality work. Among other things, this 
has happened because the needs have not been studied scientifically and the 
studies on some services have been partial and have not gone to the depth of 
the problems. For example, this has happened in regard to the extension of 
household service. The directors of some communal enterprises have conceived 
of this type of service in a narrow sense, as if it were concerned only with 
the repair of television sets, radios and washing machines. As a result, only 
the first steps have been taken to extend this very important service to the 
repair of other household articles made of wood, metal, etc. 


There have been cases where cooperative members go into the city for communal 
services and repairs which could be done and should be done in the village. 
Why does this happen? The investigations which have been made reveal that 
sometimes there is a lack of cooperation among the Ministry of the Communal 
Economy, the Ministry of Agriculture, and the executive committees of the 
peoples councils of the districts in supplying the units with materials. 

Time after time, the units are short of materials produced in the country. 
Thus, there is a need for a more organized work of training specialist and for 
the renovation of shops in order to place the study of consumer needs on more 
scientific bases. 


Imaginative work, with initiative, for raising the level of communal services 
is needed not only from workers of communal enterprises but also from other 
sectors of the economy. For example, the quality of shoe repair work cannot 
be improved unless measures are taken to ensure that good quality leathers 
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and other materials are supplied on a regular basis. In some cases, apartment 
repair work is of poor quality because good quality lime, bricks, and tiles are 
not produced. The responsible ministries should take all necessary measures and 
stregthen control over the economic enterprises so they will satisfy the needs 
for raw materials and other materials, tools, equijyment and machinery. 


CSO: 2100/75 




















CZECHOSLOVAKIA 


CPCZ CC MEMBERS URGE INCREASE IN EXPORT CAPABILITY 
Prague HOSPODARSKE NOVINY in Czech 18 Jun 82 pp 1, 4 


[Article by Jiri Hlidek and Josef Pasek, responsible functionaries of the CPCZ 
Central Committee: "The World Will Not Wait for Us; Increasing the Effective- 
ness of External Economic Relations."] 


[Text] The proceedings of the Sixteenth CPCZ Congress and of the Fourth and 
Fifth Sessions of the CPCZ Central Committee have emphasized that the imple- 
mentation of a long term economic strategy based on high production efficiency 
and the quality of all work demands a shifting of the economy to a path of in- 
tensive development, the realization of effective structural changes in the 
economy, the rational utilization of production potential, the achievement of a 
high level of utilization and valuation of all resources, the improvement of 
management, the development of worker initiative and a more profound integration 
of our national economy into the international division of labor, and especially 
into socialist economic integration. This requires a thorough subordination of 
the structure and dynamic of production to the development needs of the national 
economy, and the priority assurance of the maximum possible increase in deliver- 
ies for export. Concurrently with this increase in export performance, there 
must also be a reduction in the import intensiveness of the economy. The in- 
crease in the efficiency and quality of all work must be assured through a more 
rapid practical implementation of scientific and tectrical progress. 


To fulfill the demanding tasks of this year it is essential to implement more 
assertively an increase in national economic efficiency. This is likewise 
essential so that we can raise substantially the efficiency of external economic 


relations. 
We Must Look Only to Ourselves 


Foreign trade tasks for this year stipulate that there be an increase of more 
than 8 percent (measured in fob prices) in exports to the socialist countries, 
and of 7.5 percent in relation to the nonsocialist countries. At the same time, 
the dynamic of machinery exports is to increase by more than 16 percent in com- 
parison with 1981. These tasks which have been outlined for foreign economic 
relations are demanding for a number of reasons, among them in particular the 
reality that imports of basic raw materials will be lower than requested by the 
production sectors. Moreover, the composition of certain raw materials will 
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differ from that of past years. This demands that we manage our raw materials 
well, that we introduce new technologies and techniques which require fewer 
outlays of raw material, fuel and energy resources. We cannot assume that in- 
creased raw materials imports may be covered by imports from the capitalist 
countries, because our foreign currency reserves are limited. 


A further difficulty in the plan for foréig~ trade is that we will not be able 
favorably to sell retrochemical products tc ~ « same extent as in the past, 
because we are limited by lower import level: .. basic raw materials. We must 
substitute other export merchandise for these exports. 


A third significant factor which is having an unfavorable influence on our 
potential sales is the stagnation of the capitalist economy, which is bringing 
with it, among other things, high unemployment, a decline in investment activity, 
and high interest rates. This crisis development of the capitalist economy is 
being reflected in a decline in the demand for goods, including a decline in 
interest in Czechoslovak products. In addition to declining marketing oppor- 
tunities, attempts are becoming stronger on the part of capitalist countries 

to discriminate against our products, such attempts even at times assuming the 
character of a boycott of trade with our country. 


In spite of all the difficulties and complexities of domestic and international 
conditions, it cannot be said that our economy has an absolute shortage of raw 
material, fuel and energy inputs, that we extract too few investment resources 
from our national income, that we have an absolute shortage of labor, etc. On 
the contrary. Calculations comparing our material, raw material, investment and 
labor intensiveness with world standards indicate that the Czechoslovak economy 
is not characterized by low inputs into the production process, but rather by 
the fact that the assets and resources which are expended are not valued 
efficiently, at the requisite qualitative and technical level. 


The basis for achieving results from international exchange lies within our 
economy, in an efficient valuation of raw material, fuel, energy and other 
inputs which is reflected in the production of use values which correspond to 
the needs of foreign customers, as well as to those of the domestic customer. 
The foreign trade objectives of this year, and of future years as well, may be 
effectively carried out only by exporting high quality goods and with highly 
sophisticated commercial work. 





To Supply Those Things Which are Demanded 


This is a matter, then, of our being better than the competition not only in 

the quality and technical sophistication of exported products, but also in our 
commercial ability, preparedness, shrewdness, in short in our overall commercial 
work. A good merchant is capable truly of a lot, but he must sell what someone 
needs, something which corresponds in its use values to the conceptions of the 
customer. 


It is not merely a matter of producing a certain product, but of producing a 
product which, at acceptable and competitive social costs, will provide reliable, 
trouble free operation, savings of expensive materials, raw materials and energy, 
which will make work easier and safer, which will contribute to environmental 
protection and which will be accompanied by faultless presale and postsale 
service. 
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Quality and high technical sophistication of products, as well as quality 
commercial work do not arise in and of themselves or automatically. Rather, it 
is necessary to orient production and foreign trade organizations towards them 
through an economic mechanism. This means rewarding substantially quality work, 
and penalizing strictly low quality work. 


In particular, an economic mechanism must create a sufficiently rigorous economic 
climate so that economic production units perceive that the primary path to an 
increase in their production efficiency lies in the rapid practical implementa- 
tion of scientific and technical progress, and in the foreign trade sphere in a 
much higher commercial valuation than heretofore of the results of our work. 


Scientific and technical progress is becoming the determining factor in national 
income formation and the efficiency of the entire production process. As Gustav 
Husak stated at the congress... “the implementation of the scientific and techni- 
cal revolution is the truly revolutionary task of our entire society. It is 
necessary to focus the major portion of our attention, abilities and strengths, 
material and financial resources on the fulfillment of this task." 


In our country we also have some enterprises which are proving able to implement 
scientific and technical progress in production and to achieve a level of quality 
and technical sophistication which bears comparison to foreign competition. 
However, in the application of science and technology in the national economy 
generally a number of shortcomings continue to be evident which weaken our po- 
tential and slow down our progress in fulfilling the line of the intensification 
of our economy. It is therefore essential to further develop those instruments 
within the management system which will aid in the rapid application of scien- 
tific results in the activities of our economic units. 


The Unrelenting Battle with Time 


Throughout the world an unrelenting battle with time is going on which it is 
impossible not to notice. Those who prove themselves capable of rapid adapta- 
tion gain clear advantages from this struggle with time. The slow introduction 
of scientific and technical progress is quickly turned into substantial losses 
in the efficiency of the national economy, including foreign trade. 





Rapid and efficient adaptation to changing conditions in the external environ- 
ment requires that external economic conditions exert a sufficiently strong in- 
fluence on our production and foreign trade organizations, including an influ- 
ence on thier khozraschot management, especially in the area of material in- 
centives. 


As Lubomir Strougal announced in his report on the fulfillment of the govern- 
ment's program declaration... “It is a matter of thinking about and of gradual- 
ly implementing a mechanism which will assure the incorporation of the influence 
of the economic performance of foreign trade operations into the economic per- 
formance both of production organizations and of foreign trad organizations. 

It is a matter of both of these partners having a joint interest in optimal 
results from foreign exchange." 


15 











An adequate inf iuence of external economic conditions on the decision-making 
process of our production and commercial spheres is an important precondition 
for increasing the pressure on the effective functioning of production and of 
foreign trade. The achievement of an adequate incorporation of the influences 
of external economic conditions depends upon the implementation of certain mea- 
sures in the area of planning, prices, financial and currency instruments, and 
in the area of material incentives. In the first place, this requires that in- 
dicators expressing the efficiency of foreign commercial transactions become 
the focus of plan indicators. 


The basic planning indicator of export efficiency is a differential indicator 
expressing the ratio between fob prices and domestic wholesale prices. This 
differential indicator is an important instrument for evaluating the impact of 
foreign trade and for evaluating the activities of enterprise production 
collectives and foreign trade organizations. The descriptive ability of the 
differential indicator is, however, often hampered by the established level of 
wholesale prices, which in a number of cases is the result of “necessary 
enterprise” costs and does not respect, to the necessary extent, the socially 
necessary costs recognized by world trade. 


It is not only that the descriptive ability of the differential indicator is 
distorted in this manner, but above all that the efficiency of foreign trade is 
substantially reduced. Achieving production profitability by increasing whole- 
sale prices in a way which does not correspond to an actual increase in the 
technico-economic parameters of the products in comparison with world standards 
will not lead our production to a situation in which it will perceive the main 
resources for increasing the efficiency of its own production to lie in higher 
order innovations. 


An Increasing Pro-Export Orientation 


Our country, which must objectively deepen its integration into the internation- 
al division of labor, has no other realistic possibility than to compare, on a 
permanent basis, its socially necessary work with world standards. Any kind 

of evaluative criteria of socially necessary work which rest only on the view- 
points of the CSSR cannot bring a fundamental break from the past and turnaround 
in increasing the efficiency of our national economy. 


It is, however, important that we use international criteria to measure not 

only that portion of products which is designated for export, but that we 

employ them as well to judge all of our work. If the cirteria for valuing goods 
for domestic consumption are less rigorous than the cirteria of world trade, 
then it is only with great difficulty that the export component of production 
can be made to correspond to international criteria. 


Our integration into the international division of labor and socialist economic 
integration has found its expression in the fact that today more than one third 
of the national income which is generated is transformed, prior to use, by 
means of international trade. In spite of this, the current level of integra- 
tion of the Czechoslovak economy into the international division of labor does 
not correspond to current needs. 
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The Czechoslovak share of world trade continues to decline. While it amounted 
to about 1.5 percent of the total in 1965, today it has declined to 0.8 percent 
of the total. We would be hard pressed to find a similarly steep decline in 
world trade. Our country has reduced its percentage not only within the frame- 
work of world trade. Its share of the trade turnover among the CEMA member 
countries has also declined since 1965, when it amounted to 13 percent of the 
total, to the current figure, which fluctuates around 9 percent. 


When, for instance, one compares per capita foreign trade turnover, one finds 
that in 1965 the CSSR was in first place in per capita turnover among the CEMA 
member countries. By 1980 we had declined to fourth place, behind the GDR, the 
People’s Republic of Hungary, and the People's Republic of Bulgaria. In per 
capita foreign trade turnover our country compares rather to economies which are 
much larger and more complex than that of Czechoslovakia. In comparison, how- 
ever, with economies which are comparable to ours, our foreign trade turnover 

is 4-6 times lower. 


World economic development shows that despite all its complexity, efforts are 
increasing on the part of individual countries to achieve a pro-exporting 
orientation for their economies, a strengthening of the export capability of 

the national economy. Calculations indicate that export oriented production 

is as much cs three times less investment intensive as the startup of production 
facilities destined above all for the coverage of domestic requirements. It is 
therefore essential that our investment policy be con‘ucted so as to channel 
resources to those enterprises and factories which significantly and efficiently 
participate in the assurance of export objectives. An increase in export capa- 
bility in conjunction with the highly efficient management of expensive raw 
material and fuel resources will make it possible to deal effectively with the 
demanding tasks facing our economy on the threshold of the final two decades of 
the twentieth century. 


The future development of the Czechoslovak economy will be the more effective, 
the more intensive will be our participation in the international division of 
labor, soctalist economic integration, cooperation and production specializa- 
tion, and the more use we make of information concerning anticipated trends in 
world economic development for decision making concerning the development of our 
economy. Life has shown us that the world will not adapt to us, but rather that 
we must rapidly and effectively come to terms with its demands. From scientific 
technical progress through production and investment, in the entire economy we 
must regard export capability as a top national economic priority, because only 
by so doing will it be possible to fulfill the demanding tasks established by 
the Sixteenth CPCZ Congress for foreign trade and production in foreign economic 
relations. 


9276 
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CZECHOSLOVAKIA 


MAY 1982 ECONOMIC RESULTS SUMMARIZED 
Prague HOSPODARSKE NOVINY in Czech 25 Jun 82 p 2 
[Article by Dr Eng Vaclav Cap, ScC, Federal Bureau of Statistics: "May 1982") 


[Text) This year's trend in economic development is characterized mainly by 
reduced growth rates in energy-intensive branches and in departments dependent 
on agricultural raw materials, and by relatively higher dynamism in other 
industrial branches. Higher increments in May (as compared with May 1981) 
were influenced by one additional work day. 


The results of the fulfillment of the plan in our industry, construction as 
well as in other production and nonproduction branches of our national 

economy in May indicate that the shortcomings have not been removed everywhere 
and with the due emphasis, and that the unused resources existing in our 
enterprises and organizations are not being fully exploited and mobilized. 


The volume of industrial production was 3.7 percent higher in May and since 
the beginning of the year 1.3 percent higher than in the same period of 1981. 
With the projection of the effect in continuous operations average daily 
production declined by 0.01 percent in May and since the beginning of the 
year increased 0.6 percent. The state plan for the current year stipulates 
an 0.4 percent annual increment of the production. Although economic plans 
were slightly exceeded in May as well as cumulatively since the beginning 
of the year, the plan continues to be fulfilled unevenly, which seriously 
jeopardizes, particularly in supplier-consumer relations, smooth operation 
of our economy and also undermines good stewardship in many enterprises. 
Roughly 29 percent of our industrial enterprises failed to meet their 
production plan in the January-May period. In the first four months almost 
half of our enterprises failed to fulfill the plan in indicators stipulated 
as mandatory control of the fulfillment of the plan. 


Enforcement of scientific and technological advances in the production 
affects above all dependable marketing of our products in foreign markets and 
earning of adequate prices for technically sophisticated and innovative 
products. This year’s results have indicated thus far that we still have 
here considerable untapped resources. In the first quarter the share of 
technically advanced products represented 40.7 percent of the production; 
most of them were goods of first quality which amounted to 31.8 percent of 


18 














the total volume of the production, while products with high technical 
standards amounted to only 8.9 percent of the production. In the 5-month 
period sales of industrial enterprises increased 2.1 percent over the same 
period of 1981, while in domestic trade they stagnated; exports to socialist 
countries were up 7.3 percent and to nonsocialist countries up 5.9 percent. 
Although in view of the lower volume of accumulation this year's plan does 
not envisage any increase in deliveries of machinery and equipment for 
capital investment, such deliveries were up 5.2 percent. Deliveries for 
consumption in the production and operations were 1.2 percent higher than 
in the first five months of 1981. 


In April unused resources in industrial production capacities made possible 
a relatively rapid growth of supplies of unfinished as well as finished 
products, however, this is proof that the structure of the line of goods 
fails to meet the needs of our economy. At the end of the first quarter 
research of supplies of the production with deliveries and subdeliveries and 
of its marketing for this year demonstrated at the same time--with regards 
to the problems of structure--that demands predominate in general over offers. 
Nevertheless, in certain branches the concluded agreements did not cover 
sales of their products. A conceptual solution of the contents of the 
production program and concurrently, a flexible and prompt reaction to the 
changing demand, mainly in foreign markets, must become a constant and 
fundamental factor in the management of organizations of production. 


The relatively rapid growth of machine engineering production continued in 
May. As compared with the same period of 1981, the volume of heavy 
engineering production in the Federal Ministry of Metallurgy and Heavy 
Engineering was up 7.0 percent, in the Federal Ministry of General 
Engineering up 5.3 percent, and in the Federal Ministry of Electrotechnical 
Industry up 9.3 percent. 


According to the objectives of the plan, the production of the wood-processing 
industry, which began to improve, increased by 6.5 percent. Nonetheless, as 
compared with the plan, it still owes our national economy a considerable 
volume of products. Light industry as a whole is one of the reliably 
operating sectors of our economy--in cerms of the fulfillment of the volume 
of its production. In May its production was up 5.2 percent and from the 
beginning of the year up 2.5 percent. The demands of high standards and top 
quality, sophisticated processing of raw materials, innovation, fashion and 

a broad selection of products, however, remain below the standard of our 
tradition and potential. 


The construction industry improved the fulfillment of its plan in May, however, 
more than seven tenths of construction enterprises failed to meet their plans 
for the volume of construction projects since the beginning of the year. 
Nevertheless, enterprises of the Ministry of Construction of the CSR, the 
Highway and Roadway contruction enterprises, and construction workers in 

the enterprises of the Federal Ministry of Metallurgy and Heavy Engineering 
fulfilled their economic plans for construction works in general. Gradual 
adaptation of our construction capacities to the needs of modernization and 
reconstruction of our economy, and efficiency of construction production are 
still of utmost importance. 
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In our agriculture the unusually dry weather in May affected the development 
of the crops. Preparations for the harvest and harvesting of all crops are 
of absolute necessity. In the five-month period the time-table for the 
procurement of slaughter animals has been met, while the plan for the 
procurement of milk and eggs has not been fulfilled. As compared with the 
first five months of 1981, the procurement of slaughter animals and poultry 
was down 44,000 tons, of milk down 44 million litres, and of eggs down 

12 million eggs. 


The results of the past months prove that we cannot be satisfied with the 
process of the development of efficiency. The successful fulfillment of 
quality indicators in financial management of our industry over the four-month 
period has been negated by the development in other centrally managed 
economic organizations. Thus far it cannot be said about any major 
organizations unit in our economy that the managing links in their operation 
are fully and efficiently exploiting their work fcrces, that the reward 
system fully reflects the performance of ‘ndividuals and teams, that the 
operational costs and nonproductive work nave been redjuced as much as 
possible, andthat the achievements of sciences and technology are being 
expeditiously introduced for practical application. 


In foreign trade the declining trend in our trade with nonsocialist countries 
continued in May. Exports to those countries were down 11.5 percent and 
since the beginning of the year 1.8 percent, as compared with the same period 
of 1981, which is necessarily reflected also in the process of greater 
rationalization of imports and their decline by 21.7 percent over the five 
months. The decelerating effect on trade stems from the continuous 
fluctuations and crises in the economy of certain capitalist states as well 
as from their discriminatory policies aimed against the socialist countries. 
Our trade with the socialist countries developed basically in accordance 
with the planned objectives. Over the five-month period exports were up 
11.9 percent and imports up 11.0 percent over the same period of 1981. 


In our major commercial system retail turnover in current prices follows a 
gradual ascending trend. In May it was up 4.9 percent and thus, up 3.7 
percent from the beginning of the year. In May it was affected primarily 
by higher purchases of clothing, footwear, household needs as well as by 
continuous higher retail sales of food products. After the adjustment of 
meat prices in late January the consumers became more interested in 
purchasing substitutes, particularly dairy products. The growth rate of 
the population's cash incomes continued to accelerate. Deposits by our 
population amounted to Kes 172.2 billion at the end of May. Money supply 
was up Kes 2.6 billion in one year at a total of Kes 47.8 billion at the 
end of May. 








Basic Indicators of National Economy's Development in May 1982 


increases Over Comparable 1981 Period (in percent) 


Deliveries of the Centrally Administered 
industries for 


--investments at wholesale prices 
--domestic market 
at wholesale prices 
at retail prices 
--export to socialist countries 
at wholesale prices 
at FOB prices 
--export to non-socialist countries 
at wholesale prices 
at FOB prices 
--other sales for industrial production and 
operations at wholesale prices 
volume of production 
average number of employees 
labor productivity based on industrial production 


Construction 


construction work performed with internal 
labor resources 
average number of employees 
labor productivity based on construction work 
housing units delivered by contracting enterprises 


Procurement of 
-~slaughter animals 
--milk 


--eggs 
Retail Turnover of the main trade systems 
Foreign Trade” 

--export to socialist countries 

--export to non-socialist countries 
--import from social countries 


--import from non-socialist countries 


Personal Earnings? 


of which: income from wages” 


Actual cash expenditures 
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May 


January 
_— May 














POOTNOTES: 


1. Increases compared to actual 1981] results. 
2. Increases compared to expected 1981 results. 
3. All trade systems. 

4. Data on actual results refer to actual transactions and the state plan 
(in contrast to overall actual results) does not include unplanned 
actions within the framework of cooperation, unplanned reexports trade, 
exchanges and conditional trade transactions, etc. 

5. Including estimated interest on loans. 

6. Data based on treasury plan of the SBCS (Czechoslovak State Bank). 
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CZECHOSLOVAKIA 


ELECTRONIC INDUSTRY FIRST QUARTER 1982 RESULTS SUMMARIZED 
Prague HOSPODARSKE NOVINY in Czech 11 Jun 82 p 2 


[Article by Jindrich Masa, CPCZ Central Committee Functionary: "Electro- 
technical Industry" ] 


[Text] The comprehensive conception of electrotechnical industry, approved by 
the government of the CSSR in 1980, demands this year again that dynamism be 
increased in all decisive indicators more than in branches of machine engineer- 
ing. The focus is particularly on efficiency in the production and marketing. 


The achievements in the first quarter of 1982 have shown that the positive 
development of 1981 continues. Nevertheless, enterprises and economic produc- 
tion units must step up their efforts in certain areas in order to fulfill the 
plan for the entire year. 


During the first quarter the Federal Ministry of Electrotechnical Industry 
exceeded its planned tasks in the consumption of production (with the exception 
of deliveries for exports to the nonsocialist countries), however, its share in 
the fulfillment of its plan for the year was below a desirable level, except for 
the deliveries for our domestic market, which were up by Kcs 100 million in re- 
tail prices, with a very satisfactory share (28.1 percent). It is advantageous 
that all our VHJ [economic production units] contributed towerd this achievement 
and thus, helped improve supplies of consumer goods for our domestic market. 


This ministry exceeded exports to the socialist countries by Kcs 200 million in 
prices quoted as "all charges paid" and achieved a 23.5 percent share in the 

plan for the year. The fulfillment of that share was influenced mainly by the 
Heavy Current Electrical Works in Prague, Tesla-Consumer Electrical Engineering 
in Bratislava, and Tesla-ELTOS. Higher achievements were noted in exports to the 
USSR which were far more dynamic than in the same period of 1981 (116.7 percent). 
Planned deliveries were surpassed by Kcs 113 million in prices quoted as "all 
charges paid." 


The ministry completely failed in the fulfillment of exports to the nonsocialist 
countries and a desirable turnover had not been achieved over the 1981 results. 
Planned tasks were fulfilled in prices quoted as "all charges paid" only at 93 
percent for the quarter, and the share in the plan for the year amounted to no 
more than 12.4 percent. The low share was influenced mainly by the Automation 
and Computer Technology Works in Prague (8.2 percent), Tesla-Electronic Compon- 
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ents in Roznov (11.6 percent), Tesla-Investment Electronics in Prague (11.5 
percent), Tesla-Measuring and Laboratory Equipment in Brno (13.4 percent) and 
Heavy Current Electrotechnical Works in Prague (14.8 percent). Only 2 VHJ, 
namely, Chirana in Stara Tura and Tesla-Electronic Appliances in Bratislava, 
achieved approximately 22 percent of the share of the plan for the year. 


Deliveries for investments were up by Kcs 112 million (the share of the plan for 
the year was 24 percent). The objective is to reduce the deliveries for invest- 
ments in favor of other sales. The VHJ Tesla-Electronic Components in Roznov 
was the only one to fail in the fulfillment of its planned tasks. 


The production of goods was overfulfilled by Kcs 33 million and the share in the 
plan for the year amounted to 24.8 percent. The only one to fail to meet the 
plan was VHJ Tesla-Electronic Components in Roznov. VHJ Tesla-Investment 
Electronics in Prague reduced the share (21.8 percent) due to the distribution 
of deliveries according to the concluded agreements. 


The decisive factor for the fulfillment of the tasks for 1982 is the fulfillment 
of indicators in the area of efficiency where good results have been achieved 
mainly by surpassing the planned volume of adjusted value added by Kcs 112 
million and where the share in the plan for the year amounted to 24.8 percent. 
The achieved increase was equal to 108.2 percent as compared with 1981. The 
lowest partial fulfillment was reported in Tesla-Electronic Components in Roznov 
(23.3 percent), Tesla-Investment Electronics in Prague (23.5 percent) and High 
Current Electrotechnical Works in Prague (23.6 percent). 


Planned profit-making was distinctl: higher, namely, by Kcs 117 million, and 
the fulfillment of the share in the plan for the year was favorable (25.8 per- 
cent). At the same time, the costs, particularly of materials, were reduced, 
in which effort all VHJ of the ministry participated. 


The development of supplies marked certain improvements over 1981 and the 
planned situation of overall and regulated supplies has been maintained. Never- 
theless, the measures adopted last year must be implemented with the objective 
to maintain the situation of the first quarter. The Heavy Current Electrotech- 
nical Works in Prague must meet the highest tasks. 


The results achieved by the Ministry of Electrotechnical Industry in most 
indicators guarantee the fulfillment of the tasks over the entire 6-month 

period. However, certain VHJ must step up their efforts. In exports to the 
socialist countries this concerns primarily Tesla-Electronic Appliances in 
Bratislava, Tesla-ELTOS in Prague and Heavy Current Electrotechnical Works in 
Prague. In exports to nonsocialist countries Automation and Computer Technology 
Works in Prague, Tesla-Electronic Components in Roznov, Tesla~-Investment 
Electronic in Prague, Heavy Current Electrotechnical Works in Prague, and Tesla- 
Measuring and Laboratory Equipment in Brno must fulfill 50 percent of their tasks 
for the year in the first 6 months. In terms of efficiency indicators, the dyna- 
mism in adjusted value added and profits must be maintained and the performance 
must be upgraded, particularly in the Heavy Current Electrotechnical Works. 
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The entire Ministry of Electrotechnical Industry must concentrate on the fulfill- 
ment of the plan and thus, further increase the share of electrical engineering 
industry in the entire industrial production, fulfill the deliveries for our 
domestic market and meet the required selection in production. An important 

task calls for continuous acceleration of innovations of products for consumer 
goods funds and for exports. Moreover, increased activity of the VHJ in exports 
to the nonsocialist states, with the cooperation of foreign trade enterprises, 

is a categorical requirement of our time. 


For the fulfillment of their tasks in 1981 enterprises of the Ministry of 
Electrotechnical Industry were granted 3 Red Banners of the CSSR Governemnt and 
URO [Central Council of Trade Unions) and 5 Red Banners of the ministry and of 
the central committee of the Trade Union Associations of Workers in Metal 
Industry. Six other organizations received honorable mention of the CSSR govern- 
ment and of the URO. Their examples must be followed for further development 

of workers’ initiative and socialist competition. 
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CZECHOSLOVAKIA 


EXCESS INVENTORY BUILDUP IN ELECTRONIC INDUSTRY CRITICIZED 
Prague HOSPODARSKE NOVINY in Czech 11 Jun 82 p 7 


[Article by Eng Bohumir Dolak, High- Yoltage Engineering Plants Concern, Prague: 
"Production Without Utility--Values squandered in Unused Inventory"] 


[Text] From the societal viewpoint, inventory represents 
values tied to the process of economic renewal. Meeting of 
planned quotas or accelerating turnover of inventories releases 
the tiedup resources for their ultimate utilization. Thus, it 
is only logical to assume that the planned state and the time 
needed for turnover of inventory in days are important indices 
in economic organizations and that the Set of Measures contains 
rules for attaining their desirable development. The author 
deals in this article with the causes of unsatisfactory 
development of inventories in the High-Voltage Engineering 
Plants Concern. 


The nature of operations in the VHJ [economic production unit] High-Voltage 
Engineering Plants (ZSE) is primarily final assembly and work depends to a 
considerable degree on availability of a wide assortment of materials and com- 
ponents from many subcontractors, including foreign companies. Plant assembly 
projects depend moreover on schedules deadlines for delivery of technological 
systems and on timely completion of construction projects. This makes it ob- 
vious that there are many factors which affect the individual phases of the 
production process. Also, all deviations from the comprehensive plan adversely 
affect both economic indicators and inventories. The point is that the extent 
of these deviations in their totality exceeds the potential for keeping backup 
resources contained in the standard and, consequently, the planned state of 


inventory. 
De liveries--Inaccuracies--Supplements 


In spite of a number of measures, our concern does not manage to maintain the 
planned state of inventory and the terms for its turnover. Toward the end of 
1981 inventory on hand in excess of the plan amounted to Kcs 342 million (ex- 
cess by 6.45 percent) and its turnover time was longer by 7.3 days (i.e., 6.68 
percent) than called for by the plan. Material constitutes 75 percent of this 
excess. Inventory accumulates mostly due to lack of rhythm in deliveries, pro- 


duction and invoicing. 
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Exceeding inventory levels is due to the most varied causes. For example, 
determination of the correct extent of production tasks is of decisive impor- 
tance to procurement of materials and raw materials. At the same time, last 
year our tasks were projected so that in some sectors they exceeded our possi- 
bilities, in others our possibilities exceeded the interest of customers. This 
led to tense relations in deliveries of budgeted basic materials, sheet metals 
for dynamos, conductive nonferrous metals and insulation materials. Thus, it 
was not until 30 September 1981 that the ministry lowered for our concern the 
plan for production of goods by Kcs 0.5 billion, having previously reduced that 
of the Electroassembly Plants by Kcs 65 million. As materials had been pro- 
cured for the original volume of production, it was impossible to cancel orders 
in the last quarter. Thus, part of the materials and raw materials remained 

in storage even though we actually did manage to postpone some deliveries. 


Increases in inventory are also due to the fact that for several years now 
deliveries from our partners have not been continuous and in the required assort- 
ment. This involves primarily these VHJ: Tesla--Electronic Parts, Plants for 
Automation and Computer Technology, CKD Prague and others that supply us with com- 
ponents needed for production of switchboards. There was no improvement in 
supply and demand relations even in 1981, which is directly related to inventory 
management. This situation is also compounded by delayed deliveries from abroad, 
e.g., fectraloy for production in the Moravian Electrotechnical Plants in Pos- 
trelmov. As a result, last year the latter enterprise had a higher volume of 
unfinished production in progress, which tied up additional supplies and, in the 
end, it exceeded its planned inventory by Kcs 17 million. 


Other significant factors adversely affecting inventory levels are inaccuracies 
in making projections, supplementary demands made by control organs, changes in 
priority deliveries, delayed supply of structural parts and installations which 
then electrotechnical personnel must make up for during plant assembly, etc. 
These irregularities to a considerable degree adversely affect not only ZSE in 
continuity of operations of assembly organizations, but also production plants. 
This interferes then with their operational plans, causes failure to utilize 
capacities and delays in consumption of materials. 





Elimination of emergencies in installations of industrial organizations also 

has the same effects. Analogous negative effects on inventory are caused by 
extraordinary demands of our partners for shortening deadlines for delivery. 
Thus, e.g., elimination of emergencies by only four of our organizations, 

coupled with insertion of supplementary orders into their production plans caused 
in their case an increase in inventory by Kcs 52 million, lowering of profits by 
17 million and adjusted value added by 15 million and necessitated additional 
expenditures amounting to Kcs 14 million. While this increase in inventory is 
temporary, part of it could not be put to use for the rest of last year. 


Lead Time--Deadlines--Approaches 


Certain factors affect inventory only temporarily, e.g., due to low demand, 
power cables were produced with a time lead--organizations worked on orders for 
future quarters and finished products remained temporarily in storage. However, 
this approach made it possible to utilize the capacities until production will 
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have become adjusted to the new situation on the market. While it is true that 
Kes 73 million, the amount by which inventory level increased for that reason, 
is of no great consequence from the viewpoint of cable production, it is, never- 
theless, one of the factors that caused exceeding the planned inventory level. 


In assembly enterprises, due to chronic delays and lack of preparedness of in- 
vestment projects for installation of electric assemblies, there is an under- 
standable tendency to procure materials for a higher volume of operations than 
called for by the quota for the year. This is occasioned by the need to employ 
assemblers elsewhere when orders cannot be carried out according to work 
schedules because of shortages. This results in placing on a producer, partic- 
ularly of control panels, demands that exceed the potential of his capacities. 


A classical case of uncoordinated deliveries and unmet deadlines occurred in 
overhaul of conveyor-belt transport in the North Bohemian Lignite Basin. While 
the Electroassembly Plants Prague made sure that importation of special towing 
ropes and cables took place in the specified deadline, because of the investor 
there was a delay in starc of assembly. There was a considerable shortfall in 
time and the products, imported for Kes 58 million, are still lying in the 
assembly warehouse; their assembly will be delayed for approximately a year. 
While it involves inventory not subject to regulation, at any rate it translates 
into temporary wasting of resources. The list of the indicated examples is far 
from being exhaustive, but they are fundamental in their essence. 


Returns--Profit--Assets 


Some causes for inventory increases in excess of the plan can be eliminated by 
enterprises. However, in the complex economic renewal process it is impossible 
to clearly differentiate between subjective and objective causes of undesirable 
development. After the situation improved, on 26 March 1981 the management of 
our concern issued detailed guidelines for orienting the development of inven- 
tories toward meeting the provisions of the plan by the end of the year. Organ- 
izations chose different approaches to these guidelines. Initiative was shown 
in the approach of Electrotechnical Plants of Julius Fucik Brno, Moravian Elec- 
trotechnical Plants in Nachod and in Brno. The situation is just the opposite 
in the Bratislava Electrotechnical Plant. 


The Set of Measures implies, on the onehand, direct, on the other hand, indirect 
rules for orienting the development of inventories. From among the indirect 
rules, the indicator of return on capital assets ratio appears primarily as not 
being overly eff» ‘ive in regards to inventory. The return on capital assets 
ratio is expressed in percentages from the fraction: profit from internal 
activity/total of average amounts of capital assets and investments + average 
levels of inventory. According to ministerial directives for computation of 
this indicator, increment in capital assets and investments is introduced into 
the fraction in its planned and not in its actual amount. Only profit and in- 
ventory are introduced in their actual amounts. As the denominator shows a 
manifold increase over the numerator, an identical result is obtained mathemati- 
cally at a great increase in the denominator by merely a small increase in the 
numerator. 
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In our case, this is the specific situation: we exceeded inventory by Kcs 342 
million, return on production assets ratio amounts to 11.41 percent. If we in- 
crease profit by 342:2.11.41:100, i.e., by Kes 19.5 million, this excess then 
covers the inventory held in excess at the end of the year. To achieve the 
planned return on production assets ratio with simultaneously exceeding the 
planned level of inventory by Kcs 342 million, all that need be done is to in- 
crease profit by 1.2 percent of the annual plan. 


Much more effective appears to be direct pressure on inventories by transfer of 
resources from the development fund into the revolving fund to cover inventories 
that are permanently in excess of the plan in keeping with Federal Ministry of 
Finance Decree No 164/1980 of the Codex regarding financing of working capital, 
Para 9. According to this rule, two of our enterprises will be afflicted for 
the year 1981 by a total amount of Kcs 27.7 million. However, should this 
actually materialize, it would mean a considerable loss for the concern, because 
that amount represents 41 percent of the planned generation for the development 
fund in the current year. 


Interest--Credit--Relations 


A bank influences inventory development (and other unmet indicators) by means of 
interest rates and interest penalties, one-quarter of which is generated from 
wages payable. These measures were already used in the past, but without much 
success. Our experience from last year confirms it once again. The point is that 
enterprises include expenses for higher interest rates and penalties into their 
plan for the current year on the basis of the preceding year. Thus, the measure 
becomes a sort of an automatic procedure and loses its punitive nature. It is 
envisioned that effectiveness of this procedure will improve in the course of the 
current year when interest rates will increase by as much as 2 percent according 
to the development of inventories in 1980 and 1981. 


A measure that prevented banks from giving credit to enterprises for inventories 
proved more effective. This adversely affected the organizations’ ability to 
pay. In our VHJ, insolvency in 1981 ranged about Kcs 0.5 billion monthly and its 
consequence--penalty for nonpayment--directly affected adjusted value added as 

a bosis for computation of the usable amount of wages payable. Most effective 
among the measures for desirable development of inventories are those which 
directly affect the individual wage incentives of the personnel concerned. 


It follows from the nature of these causes that it is possible, if not entirely, 
then at least partly, to prevent undesirable development of inventories by better 
management and by exerting systematic pressure on partner organizations. On the 
other hand, there are effects which are due to decisions of other organs or of 
the external system--shortcomings in planning, budgeting, discipline in supply- 
demand relations, etc. 


Our concern can lower the level of inventories and accelerate their turnover if 
the enterprises will: 


--adhere to the specified limits for procurement of materials and raw materials 
tied to the production plan; 
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--plan mutual deliveries between the concern's organizations, which account for 
approximately 30 percent of deliveries, on a monthly basis which would con- 
siderably accelerate turnover in inventories; 


--follow in inventory management the provisions of the decree of the State Plan- 
ning Commission and State Arbitration of CSSR No 49/1981 of the Codex, regarding 
management of unused inventories; 


--require ordering organizations to cover additional expenses for ordered deli- 
veries outside of schedules deadlines. This will create pressure on meeting of 
deadlines and bring order into production as well as inventories; 





--determine the key types of supplies which, due to their volume, are of decisive 
importance, examine norms and standards and comply with their provisions; 


--in all technical sectors, to include technical managers in the general manage- 
ment and in plants that control the development of inventories, use the indicator 
of inventory turnover or maintenance of planned levels as a decisive factor for 
granting premiums and annual bonuses; 


--make wider use of computer technology. 


However, to achieve this goal, the general management together with superior 
organs will have to solve the problems attendant to the plan early enough so 
that decisionmaking can take place before the latter part of the year; weigh 
and implement direct interventions in production during the course of the year 
also from the viewpoint of their economic consequences; assess adopted measures 
not only by how and to what extent they were implemented, but also by the 
achieved results. 


Experience gathered and results obtained in development of inventories in VHJ 
ZSE point up persisting general shortcomings in the efforts and management of 
organizations, but also their specific causes in electrotechnical sectors. It 
will be up to all the participants to derive from all findings correct and 
effective measures with the objective of achieving a decisive turnover in this 
area. 
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CZECHOSLOVAKIA 


AGRICULTURAL PROGRESS VIEWED 
Bratislava EKONOMIKA POLNOHOSPODARSTVA in Czech No 6 Jun 81 pp 244-246 


[Article by Eng Vaclav Strasil, Office of the Presidium of the CSSR government: 
"Review of the Results of the Party's Agricultural Policy") 


[Text] One of the greatest and most significant achievements in the building 
of socialism in our country is without any doubt the actual eradication of the 
differences in the socioeconomic level of both national republics as well as 
between individual areas within the Czech and Slovak Socialist Republics. The 
extent of that achievement, the advantage of our socialist system, the prin- 
cipled program of the system, the principled policies of the CPCZ based on the 
unity of words and deec’s as well as the inner strength and potential of our 
socialist state distinct'y emerge when we compare the development of the 
agricultural production in the Czech lands and in Slovakia during the 
bourgeois republic with the results achieved under the CPCZ leadership in 

the liberated republic (Table 1). 


Table 1. Index of the Development of Per Hectare Yields of Main Agricultural 
Crops --+-- = o.cuESeemEEDwEsusee, 
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Key: 
l. Indicator 4. Wheat 7. Oats 
2. Average for 1974-1978 5. Rye 8. Potatoes 
3. Average for 1934-1938 6. Barley 9. Sugar Beets 
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Situation of Agriculture in the Bourgeois Republic 


The era of the bourgeois republic was characterized in general by a 
distinctly slower rate of intensification of Slovakia's livestock production 
as compared with the Czech lands. This lag stemmed from a complex socio- 
economic situation in conjunction with opport-mities for investing in the 
production. In view of the overall problems facing the farmers in marketing 
and sales of their products in the entire state, the free market encouraged 
very harsh exploitation of the economically depressed areas. Before the 
implementation of governmental interventions adjusting the trade with grain, 
flour, mill products and certain fodders in 1935 the differences in prices 
between Prague and Kosice amounted, for example in wheat, up to Kcs 30 per 
100 kg. 


The above-mentioned development substantially intensified the lag of Slovak 
agriculture behind the Czech lands. While for instance in wheat the difference 
in standard per hectare yields in 1920 amounted to 0.22 ton per hectare in 
Slovakia's disfavor, in 1936 it reached already 0.61 ton per hectare. 

The difference in another vital crop--barley--rose from 0.19 ton per hectare 
in 1920 to 0.72 ton per hectare in 1936. In potatoes the difference on 2.71 
tons per hectare in Slovakia's favor in 1920 turned in 1936 to 4.85 tons per 
hectare in favor of the Czech lands. In sugar beets the difference in per 
hectare yields in 1920 was 1.85 ton per hectare in Slovakia's disfavor and 
in 1936 it amounted to 8.59 tons per hectare. 


Agricultural Development in the Post-War Period 


A completely different development is typical for the entire period of the 
building of socialism. Uniform, firm prices, guaranteed marketing of producte. 
uniform economic policies of our state recognizing the effects of differences 
in profits, the planned process of distribution of intensification funds and 
above all, the systematic concern of our party and state authorities about 

the comprehensive socio-economic development have eradicated the causes of the 
lag, which is also fully reflected in the results of production. The SSR is 
characterized by generally distinct, more dynamic growth of per hectare 
yields. Due to this development the proportions between the intensity of 
vegetable production expressed by per hectare yields in the CSR and the SSR 
changed fundamentally (Table 2). 


Table 2. Per Hectare Yields of Main Crops (t.ha~+) 
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Key: [Table 2.] 


l. Crop 4. Grain crops - total 7. Barley 
. Average for 1974-1978 5. Wheat 8. Potatoes 
3. Average for 1974-1978 6. Rye 9. Sugar Beets 


A review demonstrates that in a multiannual cross section substantially higher 
per hectare yields of grain crops have been achieved in the SSR in recent years. 
On the whole, the difference in the intensity of sugar beet production is 
insignificant and, in terms of more distinct fluctuations in the CSR, 
inconclusive. Only the difference in per hectare yields of potatoes increased 


to the detriment of the SSR. 


Analogical trends in the development may also be observed in livestock 
production. The density of the livestock, which is the basic criterion of 
the intensity of livestock production, developed over the years in cross 
section of both national republics as in Table 3. 


Table 3. Situation of Livestock (Horses, Horned Cattle, Cows per 100 Hectares 
of Agricultural Lands; Hogs, Poultry, Hens per 100 Hectares of Arable Lands) 












































Tabulka 3 
Stavy hospodafskych rvifat (koné, skot, krévy na 100 ha z p. prasata, 
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12 1 = CSR; 2 = SSR; 3 = rosdil (CSR — SSR) 
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Key: [Table 3.] 


l. Indicator 7. of which cows 

2. Republic 8. Sheep 

3. Index 36/20 9. Hogs 

4. Index 80/36 10. Poultry 

5. Horses ll. of which hens 

6. Horned Cattle 12. 1 = CSR; 2 = SSR; 


3 = difference (CSR - SSR) 


With similar trends of development as in vegetable production (distinctly less 
dynamic development of the primary branches of the livestock production in 
Slovakia during the bourgeois republic and conversely, generally substantial 
acceleration of the rate of development of Slovakia after the war), the extent 
to which the structure and intensity of livestock production are balanced has 
been affected by the great differences in the original base and by specific 
conditions and traditions of production. 


In the beginning of Czechoslovakia's statehood the intensity of production in 
vital branches of livestock production, such as horned cattle, hogs and hens, 
had been very low and that lag was further intensified by the bourgeois 
republic. The numbers of livestock per 100 hectares of land in 1936 amounted 
in cattle to 59 percent, cows 53.6 percent, hogs 61.5 percent and hens 49.9 
percent of the level achieved in the Czech lands. 


In the liberated republic social considerations as well as the interests of 
economical enterprise in the development of livestock production led to an 
extraordinarily rapid development of hog- and poultry-raising in Slovakia, 
i.e., of branches with rapid reproduction and with planned mass production 
technology based on grain and industrial fodders. The dynamism of the 
development in those branches noc only considerably exceeded the growth rate 
in the CSR but moreover, placed t’se SSR ahead of the CSR also in the level 
of intensity of production in those branches. In 1980 the number of hogs 
per 100 hectares of arable lands was 18.3 percent, of poultry 3.7 percent 
and of hens 2.8 percent above that in the CSR. 


In the SSR the density of horned cattle amounted to 75.4 percent of the CSR 
level and the difference in absolute values remains very fundamental without 
a tendency toward a balance. In cows the difference has been essentially 
reduced in comparison with 1936 and the density in the SSR reached 77.1 
percent of the CSR level. However, this convergence is affected not only by 
the rate of intensification of the SSR production but also by the declining 
intensity of cow-raising in the post-war period in the CSR, particularly in 
the areas near its borders (the number of cows per 100 hectares of 
agricultural land in the CSR amounted in 1980 to only 83.4 percent of the 
1936 level). 


In the post-war development of the SSR the qualitative indicators of livestock 
production also followed a more progressive ascending trend. While in the CSR 
the pre-war level of milk production had not been achieved until 1966-1967, 

it reached its pre-war level in the SSR already in about 1960. The difference 











of 425 litres in average milk production in Slovakia's disfavor was reduced 
in 1980 to 80.61 litres at a volume of 3,100 litres in the CSR and 3,020 
litres in the SSR; with a volume of 2,511 litres in 1970 the SSR came 
Slightly ahead of the CSR by about 35 litres. 


Even in the past the differences in egg production between the CSR and the 

SSR had not been significant (in 1936 it was 106.6 eggs per hen in the Czech 
lands and 107.4 eggs per hen in Slovakia). Both republics more than doubled 
their pre-war production in 1980 (234 eggs in the CSR and 216 eggs in the SSR). 


Growth of Agricultural Production in Both Republics 


The comparisons in Table 4 summarize the past dynamism of agricultural 
production in individual republics, the situation of its financing and the 
process of convergence. While in the CSR the pre-war level of agricultural 
production had not been reached until the second half of the 1960's and in 
vegetable production not until the 1970's, the SSR reached its pre-war level 
already in late 1940's and in vegetable production in the 1950's. 


The distinctly more accelerated growth rate in the SSR during the entire 
post-war development helped substantially in balancing the level of intensity 
of the agricultural production in both national republics. In comparison 
with the level achieved in 1936 in the Czech lands, Slovakia achieved 53.7 
percent of the value of gross agricultural production per hectare of 
agricultural land. This ratio changed in 1980 to 84.8 percent, having 
previously reached the value of 83.7 percent in 1975. In view of the 
distinctly rising level of production during the period under observation, 
however, the difference in absolute values of gross agricultural production 
per hectare of agricultural lands remains considerable; from Kcs 3,928 in 
1936 it dropped to Kcs 2,430 in 1980, although in previous years it had 
declined even further (it amounted to Kes 1,885 in 1975). 


Comparisons of the value of gross agricultural production per citizen 
demonstrate that the differences between both national republics are quite 
significant and that their level aud progress are basically identical, 
with slight fluctuations in both directions in individual years. 


Distortions stemming from a substantially lower share of arable lands in 
Slovakia (61.8 percent as compared with 75.3 percent in the CSR) as well as 
differences in the presentation of individual areas of production should be 
considered when assessing the absolute value of the level of agricultural 
production per hectare of agricultural lands. 


By the same token, mutual comparisons of the developments in individual 
national republics indicate that in the process of balancing the level of 
intensity of production the growth rates are also converging and becoming 
more investment-intensive. 


Despite some inaccuracies stemming from the high rate of random comparisons 
of results for individual years, the above-mentioned may be deduced in 
general from the fact that, with insignificant differences in the level of 
fertilizer consumption and investments, the differences between both national 
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republics in the cate of growth of vegetable production (which determines the 
proportional development of agricultural production) have been reduced from 
17.4 points in favor of the SSR in the 1950's to 11.4 points in the 1960's 

and to 9.3 points in the 8 years of the 1970's. Comparisons of 1978 with 

1975 reveal a higher dynamism in vegetable production in the CSR in the second 
halt of the 1970's (5.1 in the above-mentioned period). 


An analogical comparison of the growth rate of livestock production also 
demonstrates trends toward balancing the differences in the growth rate of 
th republics, namely from 43.5 points in the 1950's to 30.7 points in the 

1’ 60's and 26.9 points in the 1970's. Nevertheless, from the above-mentioned 
values it follows that this reduction proceeds considerably more slowly than 
in vegetable production. This means in essence that the discrepancy between 
the development in vegetable and livestock productions appears more glaring in 
the SSR than in the CSR, with negative consequences for the profitability 

of the vegetable production in favor of the shaie of fodders. 


In its next issue our publication will present the conclusion of this article 
which will discuss current problems of our agriculture. 


Table 4. Dynamism of the Growth of Agricultural Production 
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Dynamika réstu semédéishé vfreby Tabulka 4 
1 Unazatel 1950 | 1975 | 1978 | 1996 | 1970 | 1960 
2 Mrubé zemédéiské 100 s| eee! wre! was! 4 
3 weny ¢ 1967, 1996 = 100) 100 1010 1388 1713 197.1 212.7 
& » tom rostlinné produkce 100 70.6 87,8 44 102.9 1174 
tivotiin’d produkce 100 87,2 1128 130.0 i836, 1634 
100 808 121,7 41,1 150.5 
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na iheasz p [Kés} ms 230 
7 Hrubé semédéicské produkce ea79 7399 8214 10213 11 570 12610 
ma iheaz p [Kés} 4551 4492 6203 8196 9 685 10534 
* Hrubé zemddéiskd produkce _ 7) | «3880 | 4650 | S108 | SSi6 
na 1 obyvatele (Kés) - weer | 4277) 4756 | 5232 | «S471 
Key: 
l indicator 
2. Gross agricultural production 
j (1967 prices; 1936 100) 
4 of which: vegetable production 
livestock production 
5. Consumption of fertilizers per hectare of agricultural lands (kg) 
6. Investments and deliveries made per hectare of agricultural lands (Kcs) 
?, Gross agricultural production per hectare of agricultural lands (Kcs) 
8. Gross agricultural production per citizen (Kcs) 
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GERMAN DEMOCRATIC REPUBLIC 


GDR FOREIGN TRADE CHAMBER ACTIVITIES FOR 1980'S OUTLINED 
East Berlin AW--DDR-AUSSENWIRTSCHAFT in German Vol 10 No 23, 2 Jun 82 p 5 


["AW Economic Policy Information’ report by Information and Public Relations 
Department, GDR Ministry for Foreign Trade: “Regular Membership Meeting in 
Leipzig: Varied Activities of GDR Chamber for Foreign Trade (KfA)"] 


[Text] The GDR Chamber for Foreign Trade (KfA) is today--in its 30th year of 
existence--an organization for industry and foreign trade which has played an 
important role during the expansion and solidifcation of GDR foreign trade 
relations. At the present time it has 878 members; among them are 89 in- 
dustrial combines, 721 industrial plants, 56 foreign trade enterprises and 
12 businesses or institutions from the fields of transportation, banking 

and insuracne. They amount to approximately 95 percent of industrial produc- 
tion and represent almost 100 percent of GDR exports and imports. 


Participants at the regular membership meeting of the GDR Foreign Trade 
Chamber, which took place on 4 May 1982 in Leipzig, confirmed unanimously 
that they want to satisfy the demands of the 1980's and solve the increasing- 
ly difficult tasks as effectively as possible. 


In his speech to the membership meeting, Dr Eduard Schwierz, deputy minister 
for foreign trade, praised the accomplishments of the Chamber for Foreign 
Trade during the report period. He emphasized the fact that the econo- 
political measures which had been carried out in the GDR, placing state com- 
bines in the center of economic and foreign trade processes, are leading 

to new and greater tasks. An important aspect in the work of the Chamber 
for Foreign Trade is the advisory activity toward member enterprises. The 
extent of these activities is reflected, among other things, in approximately 
7,500 separate conferences in the area of customs and incidental import 
duties or special seminars that were conducted in preparation for the 1982 
spring fair in Leipzig; these seminars were conducted in eight GDR districts 
and more than 300 people from combines and enterprises participated. 


In support of combines and foreign trade enterprises, publications were issued 
by the Chamber for Foreign Trade which proved to be practical and effective 
working tools. 


The Chamber for Foreign Trade has accumulated many years of experience. It 
has at its disposal a great variety of contacts which are used in the process 
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furthering the development of exonomic and trade relations between the GDR 
and other countries. 


The report of the Chamber for Foreign Trade presidium to the membership 
meeting, which was delivered by President Dr Otto Weitkus, demonstrated the 
variety of the chamber activities performed in past years. 


A comprehensive way of transmitting special information about regions is the 
arrangement of regional meetings by the Chamber for Foreign Trade. Between 
1978 and 1980, 50 meetings of this kind were conducted, and each one of them 
was attended by as many as 100 participants. During the discussion, for 
instance, Peter Rost, manager of the Agroconsult Dresden VEB, underlined the 
good experiences of his enterprise with regional meetings. 


The current goal is to continue the qualification of regional meetings and 
make them the most crucial factor of the complex advisory activities. Long- 
term preparations and participation by experienced foreign cadres of the GDR 
as well as a more select circle of participants are to contribute to the 
attainment of the goal. The report indicated that the expansion and consoli- 
dation of GDR foreign trade relations has led to a steady increase in in- 
quiries by combines. 


Another crucial point in the Chamber for Foreign Trade profile is the promo- 
tion of trade. An analysis of the activities of past years led to the prepara- 
tion of a basic outline for Chamber fcr Foreign Trade work methods which-- 
according to Dr Weitkus--consist of using the work done by the chamber for 
member enterprises and cooperating with member enterprises. In recent 

months the work by the Chamber for Foreign Trade has already been strengthened 
in this direction. 


"Technical Days of the GDR," which are conducted in forétgn countries by the 
Chamber for Foreign Trade, contributed to the documentation of the capabili- 
ties of the GDR economy and selected combines and to i‘amiliarizing experts in 
foreign countries with current findings and applied results of technical 
research. 


The fact that the Technical Days are gaining significance in the work of com- 
bines and that their continuation is therefore to be guaranteed on a higher 
level was expressed by the leaders of the discussion, among them Manfred 
Oemler, deputy manager of the Carl Zeiss Jena foreign trade enterprise. He 
discussed experiences that had been gathered to date and suggested concrete 
forms and methods for the preparation and implementation of Technical Days 

to turn these events into more and more effective measures for the purpose 

of promoting trade. 


The Chamber for Foreign Trade strengthened the public relations work--accord- 
ing to Dr Weitkus' report--published 10 issues annually of the DDR WIRTSCHAFT 
SDIENST for foreign countries and looked after 935 foreign journalists during 
the report period. Since 1982 the DDR WIRTSCHAFTSINFORMATIONEN have been 
published as monthly informational materials in five languages. In his con- 
tribution to the discussion, Klaus Uhlig, manager of the TAKRAF Heavy-Machine 
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Construction combine, confirmed the importance of public relations work for 
the combine, and in the process he underlined the appropriateness of projects 
in this area and particularly the usefulness of a central news and photographic 
service at the Chamber for Foreign Trade. 


The statements contained in the presidium report concerning the work performed 
by the Chamber for Foreign Trade in the areas of consular legalization, certi- 
fication and arbitration as well as other tasks in this area completed the 
picture of a successful work period. 





By accepting the report, the membership meeting confirmed the work profile of 
the Chamber for Foreign Trade for the coming years. Among the results are the 
tasks and demands directed also at the highest leadership organ between the 
membership meetings, the presidium of the Chamber for Foreign Trade, for the 
support of the fulfillment of those tasks that are assigned to the member 
enterprises involved in export and import. 


The close cooperation between t. Chamber for Foreign Trade and the member 
enterprises is also apparent in the newly elected presidium of the Chamber 
for Foreign Trade. Among the members are wéll-known representatives of the 
economic life in the GDR, managers of combines and foreign trade enterprises 
as well «s leading personalities in the fields of banking and transportation 
as well as other economic institutions. 


In his final statement, Dr Otto Weitkus, reelected president of the Chamber 
for Foreign Trade, emphasized the icllowing: 


"In the name of all elected functionaries of the Chamber for Foreign Trade 

I am giving the assurance that we will meet the demands of the 1980's by 
performing the work that is necessary for the Chamber for Foreign Trade to 
make a concrete contribution to the support of combines and foreign trade 
enterprises in their effort to fulfill their foreign-trade tasks and thus 
strengthen the ties that bind the nations and consolidate international trade 
relations. 


8991 
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HUNGARY 


FIRST HALF-YEAR ECONOMIC RESULTS VIEWED 
Budapest PARTELET in Hungarian No 7, Jul 82 pp 3-7 


{Article by Miklos Nemeth, chief of subsection of the Central Committee: 
"The First Half Year of the National Economy." Passages enclosed in slantlines 
printed in italics. ] 


[Text] The Centrai Committee--according to its established practice--in its 
last session overviewed the experiences to date in carrying out the 1982 
National Economic Plan, and considered the remaining tasks for the year. 


This balancing of the books and projections are given special importance by 
the fact that this year's plan has a significant role respective to the 
realization of the Sixth Five-Year Plan as a whole. Not only because in 1981 
and in this past period of 1982 we had to accomplish the plan's main 
objectives and tasks while the external situation gradually worsened, and 
resulting in more difficult internal conditions, but also because the most 
suitable and effective methods of confcraing to the changing world economic 
conditions--despite the undoubtedly exirting successes~--still need to be 
formulated, and strengthened in certain areas. Precisely for this reason, 
the experiences gained along the way can in many ways help to better 
understand the conditions and possibilities for adaptation and to formulate 
concepts of the future. 


Nevertheless, there is also another reason for us responsibly considering 
the plan's fulfillment to date. It is well known that our present, medium- 
term plan differs in many ways from the previous ones. It could already be 
seen during its preparation, that during the 1980's our national economy will 
have to cope with tasks the likes of which it has never encountered. 

So, in selecting the goals and the means, it was also necessary to deviate 
in several respects from solutions of previous medium-term plans. The most 
essential: the plan provides for the execution primarily an economic policy 
guidance, and accordingly, it emphasizes the quality factors of progress, 
the improvement of effectiveness and profitability. 


This is novel in that the medium-term plan is /more open and flexible/ than 
previous ones. This characteristic was manifest above all, that it could 
contain concrete decisions only for the first two years of the plan period. 
Moreover--at least in its main outlines--it formulated economic policy 
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adjustment for the event the economic progress or its conditions would shape 
contrary to the plan. For this reason, it is of great importance to 
/continually and realistically evaluate/ tendencies found in main areas of 
economic progress. 


We hardly had a plan which either during, or at the conclusion of the annual 
or five-year cycle did not provide positive and negative lessons. This cannot 
be otherwise: even the most realistically considered plan has an even more 
realistic control; practical, everyday life which shapes and forms our 
intentions. So, when we compare our planned objectives to the facts, 
simultaneous light is shed on the connection between our economic policy 

and practice. 


What have we set for ourselves this year? The main objectives agree with the 
aims set forth in the Sixth Five-Year Plan: improving the equilibrium of 

the national economy, preserving the present standard of living. In this 
sense, the objectives of the two plans are identical. However, there is 
substantial difference concerning the external and internal conditions that 
were considered earlier for the realization of these objectives. 


The past year's economic processes and results created generally favorable 
conditions to realize the objectives of this year's national economic plan: 

the foreign trade balance last year developed close to the plan's requirements. 
The standard of living increased by a small degree, contrary to keeping level 
as planned. 


In evaluating this year's economic results, aside from these favorable 
conditions, we must consider that international political and foreign 
economic conditions, which fundamentally influence our progress, worsened 
more than presumed in the plan: 


1. In the capitalist countries the recession continues and is worse than 
was presumed--mainly metallurgical, light industrial and certain chemical 
products--therefore marketability potential for several of our export 
products is limited. It is worrysome also, that the price of large volume 
food-industry exports are decreasing. 


2. The uncertainties of social commodity trade further increased, in case 
of a few products we can figue on less than agreed upon imports and not on 
a timely delivery. 


In other words, the economic conditions are substantially more difficult now, 
and as a result, the demands are higher than planned. 


Weighing all these, the experiences of last year indicate that in the economic 
processes coexist the favorable incidents, which are in tune with our current 
objectives, and also the unfavorable influences of fundamentally external 
limiting factors that are independent from us. Besides these, and could be 
said simultaneously, more and more perceptible are the few shortcomings of 
enterprise management, especially in the area of adaptability. Of course, 

the obtained results cannot be denied, but we must see this clearly also, 
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that while these are rather significant compared to yesterday, but not to the 
requirements of today. 


The question can be risked: why is there from one side urging, stimulation 
for faster progress, and certain excuse making from the other. One reason 
could be guessed among others, that not everywhere was the standard adjusted 
to the demands. Still, it is worth mentioning, that despite the continually 
worsening conditions there are favorable results: the productivity increases 
are approaching the planned. On the whole supply of materials and energy 

has been continuous. The terms of agricultural production are adequate and 
the total supply of consumer goods is satisfactory, etc. 


Therefore, we can rate the situation as basically good, but in several areas 
unfavorable symptoms appear repeatedly. What deserves special attention 
among these is that non-ruble accounting export this year so far have not 
reached the level of the same period last year; contrary to the planned 
reductions, enterprise investments are increasing, people's income and private 
retail trade are growing faster than planned. We could hardly hide it under 

a bushel basket, that these occurrences can be serious trouble spots with 
respect to our future progress. 


Thus, how could the more important tendencies of the national economy for 
this year be summarized? 


So far this year, industrial production has expanded close to the planned, 
and it continues to diversify. 


In about one third of industry (in metallurgy, bauxite mining, canning and 
meat packing industries) production more or less decreased; in one fifth 
(for example, in machinery and furniture manufacturing, communication- and 
vacuum-technology, pharmaceutical, synthetic processing, as well as poultry 
and egg processing industry) it grew by more than 5 percent. 


The direction of sales deviated unfavorably from the plan: domestic sales 
increased, non-ruble accounting export decreased. Although there are signs 
indicative of increasing exports (for example, iron-smelting, machine 
industry), but still the economic pressure stimulating hard currency non-ruble 
accounting export is not strong enough, the reorganization of productive 
structure is slow. 


/The construction industry's performance/--as planned--fell behind last year's. 
Production of the large enterprises decreased more than the average; with few 
expections, they have difficulty following the change in demand. But it seems 
the smaller organizations adapt better to changes that occurred in the demand 
composition. Despite a several year decrease in production, the number of 
rejected contracts relative to last year--especially in |... “{tal--increased. 


What is the cause of this seemingly contradictory situation? We must consider 
that in the past years a substantial shift in the composition of construction 
requirements has taken place. The increase in the ratio of more labor 
intensive work has continued to increase which forces the construction 
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industry to change its pace. At the same time, state enterprises perform 

a decisive share of work with set ceiling prices, for example, targeted 
housing construction, where restructuring enterprise capacity is more 
difficult. In important areas of the state construction industry there is 
increasing lack of capacity; on occasions this can only be remedied by 
employing more expensive labor from abroad. All these hinder the timely 
fulfillment of basic construction tasks, and also cause territorial tensions. 


/in agriculture/, the area sown to fall cereals is 74,000 hectares larger 
than planned. Total grain-crop planting area is shaping up as planned, 

the conditions of the crops are good. Fertilizer and pesiticide supplies-- 
aside from smaller problems in selection--are adequate, but there is still 
a shortfall in the supply of spare parts for machinery. It is advantageous 
that the spring animal stocks are large and fodder needs are assured. 


The volume of /foreign trade turnover has not reached/ last year, the terms 
of trade worsened somewhat more than planned. 


Monies paid for /investments/ in the socialist sector are somewhat more than 
for the corresponding period last year. To date, less was paid out for state 
investments than was estimated for the year as a whole. Productive capability 
of major investments scheduled for completion in 1982 will presumably be 
ready, but their appropriate utilization in bauxite mining and in the aluminum 
industry--because of the unfavorable foreign market situation--does not appear 
probable, The targeted investment programs’ financial performance--mainly 
because of the lag in central housing construction--at the beginning of the 
year was even much lower than usual. With other state investments--due to 
measures taken in previous years to limit start-ups--a concentration of 
monetary means and an increase in the level of preparation can be seen. 
Enterprise investment expenses, instead of the planned slowdown, were speeding 
up in the present period and increased by 8.5 percent. The declining trend 
since 1978 in the number of investments under way stopped in 1981, but 
because of last year's start-ups, the number of investments being carried 

out increased greatly. 


The excess demand which had earlier characterized the national economic 
/manpower situation/ had further subsided. The numbers of employer- and 
employee-initiated terminations increased. However, regionally and trade-wise, 
both manpower shortage (like in Budapest in construction and in some light 
industrial sectors) and surplus (for example, in Szabolcs-Szatmar) existed. 


The population's income from central sources is exceeding 

the scheduled pace for the whole year. Wage expenses are larger than planned. 
Average wages grew especially rapidly in industry and in the construction 
trades, which to a certain extent was caused by manpower decreases in these 
two sectors, but the wage fund paid out is exceeding the planned estimate. 

In agricultural cooperatives total wages and salaries increased vigorously 

as a result, first of all, of the dynamic expansion in supplementary 
activities. Social transfer payments grew faster than planned; because of 
this year's pension clauses, larger outlays can be expected for the whole 
year. Retail trade volume was larger than last year's and also larger than 
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planned. Retail price levels are 5.5-5.6 percent higher than last year, 
within this, about 3 percent is the effect of last year's central price 
provisions stretching into this year. 


On the basis of summarizing attained results and trends in the more important 
areas of national economic development, it has been mentioned, that the trade 
balance of the national economy could become more disadvantageous than we 
expected. Because of this, and in the interest of preventing the utilization 
of excess domestic purchasing power, government authorities have taken 
measures to restrain domestic consumer purchasing power. These are aimed 
fundamentally at the simultaneous enforcement of two main requirements: 


--influencing production to significantly improve the foreign trade balance; 


--restraining the level of domestic consumption in tune with growth in 
national income, suitable to the requirements of equilibriun. 


To protect our fundamental econo-political objectives, it is in our interest 
that on the basis of continuous evaluation of economic processes, external 
and internal conditions, we take those steps, in time as far as possible, 
which will prevent the development of unfavorable conditions, their possible 
amplification, and will moderate effects of worsening external conditions. 


This is especially important, because the experiences of our economic practice 
a few years back warns us, that if foreign economic conditions change in a 
precisely not foreseeable manner and degree, then the management of the whole 
national economy must be helped to adapt resiliently to meet the demands 
resulting from changed conditions. We have learned also, that there are 

times when the state's intervention based on proprietary rights--and suitable 
for the directing regime--becomes unavoidable. 


In the current situation it is our fundamental interest, that the Hungarian 
economy respond faster to world economic requirements. Therefore we must 
accept again this year the measures implemented en route, the modifications 
of the directives, despite their possible unfavorable effects. 


The measures are multi-tiered, they effect taxation of profits, the formation 
of enterprise and cooperative funds; besides improving the trade balance 
situation, they help the economical energy usage, and the utilization of 
secondary raw materials. They keep the investment process within appropriate 
limits in a way that establishes possibilities for further development. 


There is no doubt, changes in the directives render the enterprises’ position 
more difficult, and the drawing off of surplus income checks to a certain 
degree the emergence of more diversified development. 


But also it must be seen, that modification of singular elements of the 
directive system does not mean arbitrarily determined limits, but its purpose 
is that the interests of enterprises, cooperatives and individuals can be 
realized only by such performance, actions and conduct, which are in harmony 











with the continually increasing requirements of the whole national economy, 
with the interest of society, and can promote further improvement of the 
economic equilibrium and the preservation of the standard of living. Only by 
this route can we assure uninterrupted economic development, and create the 
technical-economic base for our further development. 


The mobilization for the solution of economic problems, the activity, the 
realistic evaluations of results, the realistic revealing of shortcomings, 

in other words, the open and honest exchange of ideas contributed considerably 
to the fact, that the country's population not only approves, but supports 

the efforts for better solution on the econo-political objectives. Indicative 
of this also, that the nation's domestic political situation--despite the 
worse than expected foreign and domestic situation--is ready for action, 
creation and is harmoniously balanced. 


The priceless significance of all these is that one of the not to be 
belittled moving forces of both correct decisions and profitable work is 
the standpoint of the workers--or in an even broader sense--the population, 
and their attitude toward accomplishing the tasks. 
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ROLE OF BUSINESS ASSOCIATIONS IN ECONOMY DISCUSSED 
Budapest FIGYELO in Hungarian 8 Jul 82 p 5 
[Article by Ferenc Fabian: "Business Associations in Our System of Institutions") 


[Text] In some form or other, every business association has two principal func- 
tions: coordination, and entrepreneurship (for the primary purpose of coordination 
within an association is to promote the participants’ entrepreneurship). We distin- 
guish the basic types of the forms of association specifically on the basis of the re- 
lative weights of these two functions. 


Legislation Dates Back to 1875 


At the time of the economic reform's introduction the most simple solution was to 
use the forms of association already available. In this way the enterprises were 
able to form civil-law partnerships that fall under the provisions of the Civil Code. 
This is a form of association that is not a legal entity and requires a pooling of 
assets. For joint enterprises, statutory regulation revived two institutions of 
bourgeois commercial law: the corporation, and the limited liability company. (Cor- 
porations fall under the Commercial Code, enacted in 1875.) As a new form of co- 
ordinating association that is not a legal entity, statutory regulation introduced 
the syndicate but failed to provide detailed substantive provisions for it. 


The result of such hasty statutory regulation was that of the two principal functions 
intended for associations--i.e., coordination, and entrepreneurship—only joint en- 
trepreneurship became possible. For most forms of association require a pooling of 
assets, and coordination asserts itself only through the pooling of assets. Admit- 
tedly, syndicates were created specifically for the purpose of coordination. But 
most syndicates were formed from the former trusts, and in their operations they pre- 
served many characteristics of the trusts’ activity. (In this respect the new syn- 
dicates received support from the ministries.) As a result, the syndicates are too 
weak to be trusts, and too strong to be associations. 


Characteristic of the syndicates’ uncertain status are the changes in the organiza- 
tional structure of the coal industry. In 1968, the trust was converted into a syn- 
dicate, but soon thereafter the managing organ of the coal industry was again vested 
with the authority of a trust. As of 1981, the trust again ceased and its activity 
has been taken over by the Coordinating Center of the Coal Industry. 
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Comprehensive Regulation in 1978 


Since 1968 we have gone through several stages in the statutory regulation of asso- 
ciations. Our present association law consists of statutory provisions enacted in 
1978 to regulate associations on several levels. Statutory regulation starts with 
the Civil Code that contains provisions regulating the civil-law aspects of associ- 
ations. The second level of regulation is the law decree, which is already compre- 
hensive regulation because it regulates also the financial, public-administration 
and labor questions of associations. 


Thus its comprehensiveness can be cited as one of the merits of the new statutory 
regulation. Another important achievement of the new statutory regulation is that 

it abolished, after lengthy debate, the separate regulation of cooperative ‘associ- 
ations and has created a uniform body of association law that is applicable to all 
economic organs, i.e., to cooperatives as well as state enterprises. Thirdly, the 
new body of association law consistently distinguishes between coordinating associ- 
ations and associations of an economic nature, within every form of association. It 
permits the forming of associations that are separate legal entities, as well as of 
ones that are not. For example, the business association, a form of association that 
is not a separate legal entity, can be established according to two basic schemes. 

On the one hand, as a traditional asset-pooling association whose participants agree 
to pursue a common economic objective, and to place at the association's disposal 
the assets necessary for this purpose. On the other hand, the participants can agree 
on forming a business association to promote their common economic interests, in 
which case the pooling of assets is not a requirement. (For example, a foreign- 
trade association or research and development association.) 


Interesting forms of the coordinating business association that is not a separate 
legal entity are the megye and regional associations within the construction indus- 
try. The members of such associations are those (state, local-council or cooperative) 
organizations in the given megye or region whose principal activity is construction. 
The purpose of their cooperation is to manage construction capacity, to manage and 
supply materials, to manage, rent and repair machinery, and to manage and train man- 
power. 


Among the forms of association that are separate legal entities, the association is 
basically a coordinating organization established to promote the participants’ eco- 
nomic interests, and to coordinate their jofat activity for that purpose. The asso- 
ciation may have separate assets of its own, and the participants are liable as guar- 
antors for its debts. Each participant has an equal vote. The aesociation is not a 
profit-oriented form. Its revenues or losses reduce or increase the operating 
costs borne by the participants. 


Variations on a Theme 


The activity in which associations specialize can be varied. For example, book pub- 
lishers and printing plants have established an association for general coordination, 
while in the clothing industry the association performs quality-control tasks. (Be- 
sides the typical associations, on the basis of special legislation Hungary now has 
also so-called agroindustrial associations, as an experiment.) 


The joint enterprise is a secondary enterprise formed specifically for business activ- 
ity, and its assets are provided by the founding economic organs. The enterprise's 
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profits and losses are distributed among the founders commensurately with their 
shares, and they are liable as guarantors for the enterprise's debts. This liabil- 
ity is the feature that distinguishes the joint enterprise from the limited partner- 
ship, which also may essentially be regarded as a secondary enterprise. The part- 
ners of a limited partnership are liable for the partnership's debts only to the ex- 
tent of their own investments. The differences in the construction of liability re- 
sult in differences in the statutory regulation of the two forms’ starting capital. 
While the starting capital of the joint enterprise must be sufficient to ensure a 
full year of undisturbed operation, the amount of the starting capital for a limited 
partnership is determined by the financial authorities on a case by case basis. 


Most public-administration regulations concerning associations apply primarily to 

the forms of association that are separate legal entities. Because of their contrac- 
tual nature, business associations are not subject to licensing procedures, and they 
do not require special state supervision. (Business work partnerships formed by in- 
dividuals as associations are an exception. Associations as legal forms can thus 
serve as vehicles also for the small ventures and work partnerships of private in- 
dividuals.) 


Licensing procedures are the public-administration activity pertaining to associ- 
ations. Two systems of licensing associations have evolved: the normative systen, 
and the charter system. In the first case the administrative authority merely ex- 
amines whether all the requirements prescribed by law have been met; in the second 
case it also examines, on a case by case basis, whether the association's activity 
is economically desirable. In principle Hungarian law has adopted the charter sys- 
tem, but approval of the contract can be denied only if it is against the law or vi- 
olates the interests of the national economy. A contract is regarded as detrimental 
to the interests of the national economy if the activity stated in it is in conflict 
with the objectives of the national economic plan, if it restricts competition in a 
manner detrimental to the interests of others, or if the association's capital will 
foreseeably be insufficient to ensure the association's operation in accordance with 
its intended purpose. 


Of basic importance in the financial regulation of associations is to determine what 
resources the economic organs are using for their participation in an association, 
and under what conditions. However, special financial regulations have not been ne- 
cessary so far. The profit and loss of both the business association and association 
modify the participants’ profit and loss, and the general financial regulations apply 
to the participants. The same provisions apply to the finances of the joint enter- 
prise as to the finances of a state enterprise conducting the same activity. 


Nearly four years have 41 since the new statutory regulation of associations. 
From the accumulated « e it can be established that primarily the coordinat- 
ing associations have sp.iwi pecause they do not require a pooling of assets, and 
the developmental resources available to the economic organs are limited. In order 
to avoid administrative restrictions, moreover, founders prefer those versions of 
these forms of association that are not separate legal entities and hence are far 
more flexible. Lately the founding of coordinating business associations has been 
noticeable primarily in the construction industry. 


A shortcoming of the present statutory regulation is that the detailed provisions 
for business associations essentially can be applied only to associations of the 
economic type, and--except for their definition--there is hardly anything applicable 
to coordinating associations. This explains the paucity of experience with the 


functioning of such associations. 
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CONSUMER WELFARE PROTECTION MEASURES DESCRIBED 





Budapest FIGYELO in Hungarian No 28, 15 Jul 82 ppl, 9 
[Article by Dr Tamas Schagrin; “Consumer Protection”) 
[Excerpt] ixtent of the Superiority 


Consumers need protection for their interest also in the sccialist economy 
against the production and trade enterprises which have a superiority of 
strength. . 


Similarly to the other socialist countries, the protection of consumers in this 
country was for a long time considered to be basically the job of the author- 
ities. Before the 1968 reform of economic management we tried to protect the 
consumers in Hungary primarily by rules and measures issued by the authorities. 
After the reform the area of regulatiom by the authorities decreased, and the 
legal elements of consumer protection built into the system of the merchandising 
relationships gained ground. But by itself even the proper legal regulation is 
insufficient. A basic requirement to protect the consumer interests is that 

the consumer be able to make his injured rights prevail inexpensively, quickly, 
and simply. 


In Hungary the legal regulation of consumer protection has high standards. The 
regulations dealing with it try to prevent with several measures that any pro- 
ducts endangering consumer safety be placed on the market. Thus, many products 
may be sold only if the quality control institution--the KERMI [Quality Control 
Institute of Trade]--designated for this job, has examined it and found that its 
sale will not endanger the life and health of the buyers. The KERMI as well as 
the trade control organs are also regularly examine the quality of the products 
being sold. 


The magazine NAGYITO [Magnifying Glass] has done and can do much in the interest 
of the consumers by testing certain products on the market. Many buyers are 
probably making their decisions on the basis of this. And we may also assume 
that comparisons made within the same merchandise group are also not without 
effect on the domestic manufacturers and on the foreign trade. 


The buyer without adequate knowledge, primarily without technical information, 
can choose among the products offered on the market only if he can receive ade- 
quate information aobut the product's origin, technical characteristics, and 
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the method of its use and operation. Knowing the price of the merchandise or 
service offered is also important to making the buyer's or consumer's decision. 


To Buy Or To Sue? 


Informing the consumer begins with the advertising of the product or service. 
Misleading the consumer with promotion or advertising is prohibited. Also, a 
product or service of which there is no sufficient quantity or capacity must 
not be advertised. 


An important regulation is that products not furnished with adequate information 
must not be released for sale. The release for sale may also be prohibited by 
the KERMI or by other trade authorities. 


In connection with the prices, the information is not the only basic c-msumer 
requirement. The way the prices are determined is also not immaterial from the 
consumer's viewpoint. In the area of controlled prices this is the task of the 
governmental organs. However, we must take notice of the fact that the so-called 
open price means in practice that the economic operating organ has the authority 
to determine it. Organized social control may also be significant in this area. 


Important regulations protect the buyer when the merchandise is purchased. The 
domestic trade law states that merchandise in the store on the sales floor, in 
the display window, or even in the warehouse must be sold upon the buyer's de- 
mand. Thus, with respect to existing merchandise, the seller has a contract 
making obligation to the buyer. The buyer also decides the weight or size of 
the merchandise he wishes to purchase. Sale of the merchandise cannot be made 
dependent on the purchase of other merchandise (sale tie-in). 


When making purchases--let's call this the contract--, the buyer's interest may 
be endangered primarily if the contract's freedom makes it possible for the 
stores, repair or service organizations, or enterp’rses, to implement their 
interests not authorized by the legal regulations, with dictated contract con- 
ditions against the buyer. 


For example, in the past we saw specifications aimed at limiting or excluding 
the responsibility for quality. This is the very reason why the regulation in 
the domestic trade laws was significant, according to which the economic 
operating organization is not permitted to deviate from the rights belonging to 
the buyer, either unilaterally or by contract, that would disadvantage the buyer. 


Thus the rights afforded by statute to the buyer represent the minimum of the 
consumer's rights. However, the possibility exists for the enterprises to pro- 
vide the consumers with more favorable conditions than specified in the statute. 


The statute makes it possible to attack in court the conditions of a contract 
that validates unjustifiably unilateral advantages not only by the damaged party 
but also by governmental and social organs designated for this purpose. However, 
until now, because there has been no social organization professionally handling 
the protection of consumers, it is no wonder that there are very few suits before 
the courts filed seeking to change contractual conditions that disadvantageously 
affect the consumer. 























Consumers Council 


“rom the viewpoint of the consumer or purchaser the rules of responsibility 
for the quality of goods and services are of basic significance. However, the 
consumers of services are often hindered in the implementation of their rights 
when the enterprise providing the service rejects the complaint. In such cases 
they only have the courts to turn to. But the court procedure is complicated, 
lengthy, and also quite costly in comparison with the claims of only a few 
hundred forints in some cases. Therefore the consumer in many cases abandons 
the implementation of his rightful claim. The situation is better in commerce 
because in professional questions related to quality the KERMI renders a pro- 
fessional opinion in a few days and it is binding on the commercial entities, 
and if the enterprise does not handle the buyer's complaint in accordance with 
the rules, the commerce control authority may also levy a fine against it for 
rule violation. 


Legal regulation and the organizational system of consumer protection has de- 
veloped best in the area of commerce. The situation is less satisfactory in the 
area of noncommercial services. The legal positions of the person ordering them 
are not organized to the extent as those of the purchaser's are. 


The KERMI or the organ exercisin> the sphere of authority of supervising commerce 
is missing from the area of serv.ces, and these organizations have no authority 
at all to control services which are so important from the viewpoint of protect- 
ing the consumer's interests. 


International experience also shows that an appropriate social organization for 
protecting the interest of consumers is now an indispensible requirement. There- 
fore, based on the analysis of the domestic situation and on evaluating the 
international experience, the decision of the Presidium of the Patriotic People's 
Front about creating the National Council of Consumers is to be applauded. 


Creating the council does not increase the number of the state's supervisory 
organs, but rather, an organization was formed which during the course of creat- 
ing laws that aftect the consumers can be a partner to the state's organs, or to 
the economic operating organizations which are in monopolistic situations or 
have significantly excessive economic power in developing the conditions of 
contracts. Following the council's creation, consumer information will presun- 
ably improve. Increased attention will be paid to services which represent a 
significant percentage in consumption. The council will keep an eye on, and 
evaluate how well the rights of consumers prevail, and will render its opinion 
about the statutes affecting the broad spectrum of consumption. It will also 
aid and influence the activities of the governmental organs and of the economic 
operating organizations affecting the consumers, with its recommendations, 
initiatives, and observations. 


Finally there will be a social organ that can take the initiative for investiga- 
tion, measures to be taken, and parties to be held responsible when the rights 
of consumers are violated. The Council of Ministers has also authorized the 
council to attack the contractual conditions that harm consumers before the 
courts, or to propose that economic fines be levied in cases of indecent busi- 
ness behavior against the consumers. In the case of a complaint in the public 














interest, it may also handle the consumer's representation before the economic 
operating organizations, the governmental organs, or even the courts. 


Thus, what has been created is not merely a new organization but a new type of 
organization. Its creation signals recognition of the citizen's consumer 
interests and the protection of his consumer's rights. That is, the develop- 
ment of legal control and an institutional svstem appropriate to the level of 
our economic development is also an important requirement of our continued 
economic growth. 
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HUNGARY 


HUNGARY'S INVESTMENT SYSTEM NOT WHAT REFORM ENVISAGED 
Budapest FIGYELO in Hungarian 1 Jul 82 p 7 
{Article by Gabor Halmai: “Investment Mechanism: How To Proceed?"] 


[Text] Many regard investments as the “veterinarian's horse," upon which one 
can study the deficiencies of economic guidance. Not only those which derive 
from the investment system but also those which appear in the course of making 
developmental decisions, financing or realization. One debated question of 
the analyses is the extent to which the functioning of the investment 
mechanism can be regarded as a realization of economic guidance reform 
thinking. There are those who feel that the concrete functioning of the 
investment decision system has left the path of the reform. According to 
others it never even got on that path but remained fundamentally in the 
framework of direct guidance. 


The hardly debatable common core of the two positions is that in many respects 
our present investment system is similar to that prior to 1968. 


In reality there were real changes in the investment system in three respects 
with the introduction of the reform: There was a significant increase in the 
independence of the enterprises, primarily in the realization of smaller 
investments; by abolishing the investment allocation figures there was an 
increase in the role of money in allocation; and a limited investment market 
did develop to a certain extent. 


At the same time, it must be noted that development was influenced not only 
by adjustments made in the meantime but also by the conceptual uncertainties 
of the reform itself. 


The system of economic guidance after 1968 did not make a consistent separation 
between national economic and enterprise decisions. The goal pertaining to 
this separation--which figured among the basic principles--could not be 
perfectly realized because the institutional system of the economy remained 
essentially unchanged in regard to both enterprises and the organizational 
structure of economic guidance. The fact that the institutional structure 
remained unchanged made possible the restoration of interest relationships 
characteristic of the earlier guidance system. The branch guidance organs and 
the enterprises continued to exert pressure on the central functional organs 
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to win investments (state investments, investment supports and investment 
-redits). Lf we add to all this that even in the new mechanism the need for 
economicalness did not essentially limit the desire for investments then we 
have before us the chief causes for the survival of the earlier mechanism 
after 1968. 


in essence the decisions pertaining to an expansion of fixed assets remained 
in the central sphere, and in practice this meant that even the so-called 
maintenance of level required outside money. 


Decentralizing the Decisions 


The chief characteristic of the decision-making system is that the great 
majority of investments involve “mixed decisions"—disregarding a narrow 
upper band of developments belonging exclusively to the central decision- 
making sphere and an equally narrow lower band belonging exclusively in the 
enterprise sphere. 





In addition to the legally regulated decentralization of decision-making 
spheres there remained a centralization which gradually shared in the legal 
regulation also. The influence of central economic guidance increased even 
formally in this mixed system (even in the period after 1976-1977) and this 
process was only strengthened by the exercise of influence by informal means. 
As a consequence of the mixed decision-making system the investment categories 
used in the regulations do not, in general, have any real economic content. 
With slight exaggeration we can say that it is quite fortuitous into which 
category a development goes and, as a consequence of this, according to which 
rules it is prepared and carried out. Since the content of the categories 

is not clear the intervention of the economic guidance organs and the tools 

of influence are contingent also. All this created the possibility of 
frequent deviation from the general rules and, in general, a relaxation of 

the requirements attaching to investment and of responsibility for the decisions. 


Thus, in making investment decisions and winning resources, the most important 
selecting factor is not economicalness but rather the “promise” pertaining to 
the profitability of the planned goal. This even led to the theory that the 

investment system cannot even be regarded as an organic part of the mechanisn. 


What are the alternative solutions for a transformation of the present 
decision-making system? 


Decentralization is a condition for improving the investment decision-making 
system and for an unambiguous determination of spheres of authority therein. 
The great majority of the investments of the competitive producing sphere 
might belong exclusively to the enterprise decision-making sphere. The assets 
of the enterprises themselves might constitute the source for these 
developments, assents which could be supplemented by credit offered primarily 
by the banks--on the basis of business considerations. 


The independence of the enterprises in developmental decisions is also an 
indispensable condition for the unfolding of enterprising spirit, now mentioned 
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so trequently, and for responsible management. Naturally, the decentralization 
of investment decisions presumes, on the one hand, the ability of the enter- 
prises to finance themselves and, on the other hand, an end to bureaucratic 
State administrative control. In any case, the latter would be a palliative 
within present frameworks also (for example, by putting an end to having the 
supervisory organ give an opinion on enterprise investment documentation 
considered to be significant). 


All this, however, cannot mean the complete withdrawal of the state from the 
area of developments. 


A number of solutions can be imagined for establishing the sphere of 
investments outside the enterprise decision sphere also. I believe that 
state decisions should be concentrated on non-producing infrastructural 
investments significant to the national economy. The state and the enterprise 
might decide jointly concerning productive infrastructural developments 
requiring significant investment which pay off slowly and thus exceed the 
burden-bearing ability or interest of the enterprises, and financing might 
be joint also. The granting of credit would be the tool for realizing state 
influence; the state preference would be expressed in interest and pay-off 
time concessions. Naturally, this mixed system, which could be regarded as 
a compromise, would extend to only a small proportion of the developments. 


Referring to the state decision sphere those non-productive investments of 
smaller volume, of a health, educational, cultural or environmental character 
directly interdependent with the living conditions of the populace, is not 
so simple. One alternative would be realization of developments guided by 
the councils with state decisions from centralized resources. At the same 
time, it was observed in the course of a study of property forms that the 
financial and decision-making independence of the councils, which has been 
stressed since the 1971 council's law but which has hardly been realized 
thus far, might be extended by virtue of a sort of self-government (town, 
city, etc.) property. Thus these developments might be removed from the 
state decision-making sphere; that is, a new category of investments should 
be developed. 


We might limit the sphere of mixed decisions, determiring the present 
investment system, if we moderated the participation of central economic 
guidance in developments which are not basic to the national economy. 

The management organs themselves would decide about investments, or the 
majority of them, and not the state administrative organs primarily on the 
basis of quantitative interests. If we count on an increase of compet‘*ive 
areas in production then, in the longer run, this will not tolerate the 
weighing of developmental goals on quantitative bases. 


Changes in Financing 


The decision-making and the financing systems cannot be separated from one 
another clearly. Because of the relatively large degree of income central- 
ization and the withdrawal of amortization the level of decentralized 
developmental monies is not sufficient for the complete financing of any 
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considerable investment. Sometimes central resources are needed even simply 
to maintain the level, and developments involve a longer term commitment 
trom the enterprises. The uncertainty of enterprise sources has created a 
mixed financing mechanism, in addition to a mixed decision-making systen. 


The problems of the financing system are closely interdependent with the 
functional difficulties of the capital allocation mechanism of the national 
economy also. 





The system of central awards and withdrawals still determines in a fundamental 
way the developmental activity of the management organizations. Experience 
shows that the budget is not capable of realizing a profitability-centered 
flow of assets. 


The budget sources are considered soft, partly as a result of the price 
system and partly as a result of the supports system. Two basic types of 
supports are used: those offered automatically in the event of conditions 
in the regulations, called normative, and those of a non-normative character, 
which can be given on the basis of deliberation. It is primarily the latter 
which cause the softness of the resources. In this case, in general, the 
weak are supported to the detriment of the goal of economicalness, which is 
to say there is capital movement in the opposite direction of the desired 
regrouping of assets. 


By using a capital withdrawal mechanism fitting into the entire system, 
instead of ad hoc decisions, one might reduce uneconomical production. 

The basic principle of this mechanism would be that the generation of 
resources--including the resources needed to replace fixed assets--would 
depend on profitability. To do this would require a change in the present 
system of generating developmental funds, primarily the amortization system, 
so that the burdens and sources of assets supplementation and expansion were 
uniform. (See FIGYELO, No 22, 1982, “Profitability and Development .") 


In addition to the necessary hardening of resources another important 
requirement for improving the financing system (and this is closely inter- 
dependent with the direction in which the decision-making system is 
transformed) is to further reduce the ratio of budgetary awards--at least 
outside the sphere of the state infrastructure. In its place it would be 
useful to increase the role of the enterprises's own resources and of bank 
credit, the ability of the enterprises to finance themselves. I am not 
thinking of total enterprise self-financing, this is not realized in any 
investment system. But a significant increase in the self-financing ability 
is a financial condition for the enterprises to be more independent in 
developmental decisions, and thus for the unfolding of the entrepreneurial 
spirit. 


In addition to self-financing, the credit offered via the banks should be 
made a chief form of capital flow. And it is a condition for this that 
credit should function not as a direct tool for carrying out the quantitative 
plans but rather as a real element of the indirect, financial sphere. 











A well ftunctioning bank credit system supplemented by the introduction of 
certain forms of a securities market (stocks and bonds) and extending the 
ways in which developmental funds can be transferred between enterprises 
would make possible, to a more significant degree than at present, the 
realization of capital regrouping within the enterprise-market frameworks. 
The forms of state capital award could supplement--in a narrow sphere--these 
forms, when the state awards capital, in return for a dividend, for 
developments by dynamically developing management organizations conducting 
profitable activity. 


More Effective Implementation 


The survival of the pre-1968 investment realization system remained 
characteristic of the system for implementing investments. Despite the 
moderation in investment purchasing power which took place in the past 3 
years and despite the efforts made to create new forms of undertakings the 
investors, those having construction done, are still not in a favorable 
position. 


An implementation system operating on an entrepreneurial foundation requires 
putting an end to the assignment system, putting an end to the contract 
signing obligation burdening the assigned contractors. Assignment might be 
replaced by a legally regulated competition systen. 


In connection with investments recommended for referral to an exclusive state 
decision sphere--a small number of investments--it might be possible to have 
implementation carried out by state means. In order to have the price of 
creating the installation develop in accordance with the market one would 
need certain legal limitations, an expansion of planning and contracting 
authority and an end to price control costs. 
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TENDENCIES IN RETAIL TRADE NETWORK DESCRIBED 
Budapest FIGYELO in Hungarian No 28, 15 Jul 82 p 2 
[Article by Tibor Pinter: "Old and New Tendencies") 


[Text] The retail network plays an important role among the factors that influence 
the population's living conditions. On 31 December 1981, socialist retail trade had 
54,860 retail outlets (36,356 stores and 18,504 catering outlets). In addition, 
13,400 private merchants ensured the population's supply. 


The trend noticeable for more than 10 years is that there is hardly any increase in 
the number of socialist retail outlets, but the floor space per outlet is increas- 
ing rapidly. During the past decade, the trade enterprises and cooperatives have 
been striving to open mostly stores of large floor space that offer a wide assort- 
ment of merchandise. As a result, the number of ABC supermarkets has more than 
trebled, the number of department stores has nearly doubled, and the number of res- 
taurants and cafeterias is 70 percent higher than in 1970. Department stores and 
ABC supermarkets account for more than 50 percent of the increase in the retail net- 
work's total floor space. 


With reference to the interests of foreign tourism, often unjustifiably, also in 
public catering the objective was to establish outlets of large floor space. The 
increase in the floor space of restaurants and cafeterias was greater than the in- 
crease in public catering as a whole, because a significant proportion of the pubs 
have been closed. 


Despite all this, the structure of the retail network has not chinged significantly. 
Most retail outlets are small, with few workers, and thie continues to be character- 
istic of socialist trade. 


The justification of small retail outlets has been debated for years. Many small 
retail outlets were able to operate only at a loss, especially in Budapest, and the 
smooth operation of such outlets was hampered also by manpower problems. The open- 
ing of large outlets tied down a large share of the enterprises’ development funds, 
and not enough resources were available for renovation and regular maintenance of 
the small outlets. As a result, the state of the small retail outlets has deterior- 
ated considerably. The enterprises closed more and more retail outlets that were 
uneconomic to operate, regardless of how this affected the population's supply. 


Especially the number of food stores that supply the population's daily necessities 
declined. In 1980, for example, the number of such stores was lower by 1,100 than 
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five years earlier. The closures affected mostly the stores selling vegetables, 
fruit, meat, dairy products, bread and rolls. But it became increasingly evident 
that closures, for reasons other than demolition of buildings, had to be stopped. 
This is one of the reasons why the system of operating stores through leasing or un- 
der contract was introduced in 1981. 


At the end of 1981, 2054 retail outlets were operating under contract, and 133 out- 
lets were leased to private merchants during the year. The system of operation un- 
der contract spread particularly in the catering industry, and 79 percent of the re- 
tail outlets operating in this manner are restaurants and cafeterias. This system 
spread very slowly within the network of retail stores, and on 31 December 1981 
there were only 432 stores operating under contract, most of them food stores. A- 
mong the stores selling industrial consumer goods, introduction of the new system 
is still at its very beginning. In the first quarter of 1982, the number of busi- 
nesses operating under contract again increased, and 323 stores and 534 restaurants 
and cafeterias changed over to the new systen. 


The spreading of the system of operation under contract is characteristic primarily 
of the retail outlets managed by local councils; the consumer cooperatives, with 
their much larger network, have only taken initial steps in this direction. At the 
end of 1981, four megyes--Bekes, Nograd, Tolna and Vas--did not have a single retail 
outlet operating under the contracting system, and four other megyes had only one 
outlet each operating in this manner. 


It is noteworthy that the introduction of new modes of operation has not reduced 

the number of closures. In 1981, disregarding the demolitions to make way for new 
construction, essentially the same number of retail outlets were closed as the pre- 
ceding year; in other words, 1109 stores and 631 restaurants and cafeterias, or a 
total of 1740 retail outlets. Thus the number of newly opened establishments did not 
represent any net gain in comparison with the number of outlets the state enterprises 
and the cooperatives had the preceding year. At the same time, the number of private 
merchants more than doubled (but only 133 of them are selling in outlets leased 

from socialist enterprises). In one year, then, the number of retail outlets serv- 
ing the population increased by 2165. 


The network of department stores and supermarkets, each with a large floor space and 
offering a wide assortment of merchandise, developed more slowly in comparison with 
the previous year, due to the limited investment possibilities. Another new pheno- 
menon is that the establishment has begun of a network of discount stores that oper- 
ate permanently or temporarily, mostly by utilizing existing buildings. 


The retail network's business hours have changed as a result of the introduction of 
the five-day workweek effective 1 January 1982. While the "shopping Thursdays” in- 
troduced earlier have been retained, store hours on Fridays have been increased 
slightly, but store hours on Saturdays have been shortened considerably. Stores 
selling industrial consumer goods close at 1 pm [on Saturadys], and most food stores 
close at 2 pm. (Designated ABC supermarkets close at 4 or 5 pm, and a few open at 
8 am.) A proportion of the stores that sell industrial consumer goods and have a 
staff of one to three persons are not open on Satudays, and many are closed on Mon- 
days. The five-day workweek has raised numerous problems regarding store hours, 

and the resolution of these problems is a task for the immediate future. 
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BRIEFS 


A, PRODUCTION SYSTEMS CONTRACT--The contract recently signed between the Raba 
Railroad Car and Machine Factory of Gyor and the four largest agricultural pro- 
duction systems: IKR of Babolna, KITE of Nadudvar, BKR of Baja, and KSZE of 
Szekszard is intended to improve machine sales and repairs. Under its terms, 
direct relations will be established between the factory and the systems in 
regard to machine sales and supply of parts. Raba will set up outlets at the 
systems and market its machinery and components through them. Parts and conm- 
ponents of imported machinery will also be marketed through said outlets, and 
sales will not be restricted to members of the agricultural production systems. 
Participants in the cooperation expect this simplification of dealings to re- 
sult in more rapid, precise and professionally acceptable supplies and service. 
The contracts will become effective on the first of January 1983. [Text] 
[Budapest MAGYAR MEZOGAZDASAG in Hungarian 7 Jul 82 p 3} 
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REPORT BY ECONOMIC CONSULTATIVE COUNCIL PUBLISHED 


Warsaw ZYCIE GOSPODARCZE in Polish No 25, 11 Jul 82 pp 1, 4 





[Editorial version of Economic Consultative Council [KRG] report: "Warning Forecast") 


[Text] The Economic Consultative Council prepared a report entitled 
“Warning Forecast on Important Elements of the Economic Situation in 
1982 Together With Proposals for the Most Urgent Activities”. It is 

a supplementation and expansion of the preliminary report pertaining 
to the economy and economic policy during the past 18 months, consti- 
tuting a starting point for mapping out the Council's work. The fol- 
lowing is a slightly abbreviated and editorially supplemented version 
of the warning forecast. The Council prepared five extensive annexes 
to this forecast. Three of them pertain to matters relating to exter- 
nal and internal imbalance, but go far beyond the subject. The remain- 
ing two, after abbreviation, are included in the published text. 
Changes have also been made in the part pertaining to the inflationary 
curve, replacing it with text based on more current data. 


Despite the reformatory and stabilization measures that have been taken and the re- 
sults which they bring in reconstructing the systems-type bases for the functioning 
of the economy and in real improvement of the situation in some spheres, a very 
serious threat that the economic situation will deteriorate inits two extremely 
important elements continues to exist. These elements are: 


--the payments situation and import potentialities, 


--imbalance on the domestic market, including commodities-monetary ties between the 
city and the countryside. 


The purpose of this document is to point out these threats, show their nature (sources, 
scale, probable consequences) and also to formulate the immediate conclusions that 
ensue (rom them. 


I. Foreign Trade and Balance of Payments 


1. After many years of weakness in export to capitalist countries, the main factors 
now determining how long the economic crisis will last are the difficulties in obtain- 


ing raw materials, matertals for produttion, and co-production elements imported from 








these countries. These difficulties are closely related to the very large burden 
of servicing the debt in the capitalist countries. In limiting the production pot- 
ential, this has a negative effect on employment efficiency, degree of utilization 
of production capacity, and internal balance. In reducing the potentiality of the 
growth of export production, it has a negative effect--on the feedback principle-- 
alse om external balance. Under these circumstances, the matter of reducing the 
burden of debt-servicing in the capitalist countries is one of the main uncertain- 
ties in the program for overcoming the crisis, and the clarification of this matter 
is of utmost importance in solving other crucial economic problems. The Planning 
Commission has prepared a report on the matter of solving the problem of our indebt- 
edness in the capitalist countries. The basic conclusions contained in this report 
were analyzed in the KRC Foreign Trade and Balance of Payments Tean. 





2. An analysis of different variants for reducing debt-servicing in the capitalist 
countries contained in the above-mentioned report leads to the conclusion that none 
of them ensures the possibility of maintaining imports from these countries at the 
level now considered to be minimal. It ie estimated that this year imports from 
capitalist countries will amount of 2.5 billion dollars at the most. The possibil- 
ity of a significant increase in the next two years is not foreseen. This places 
two matters on the agenda: minimization of losses resulting from reduction of 
imports from capitalist countries, and acceleration of growth of exports in order 
to increase the size of imports. 


‘. Minimization of losses resulting from reduction of imports from capitalist coun- 
tries is possible primarily through actions aimed at replacing these imports with 
domestic production, imports from socialist countries and from Third World countries. 
The potentials of this substitution have not been fully utilized. It must be stated 
clearly, however, that this would only partially amortize the losses resulting from 
the decline in imports from capitalist countries. The substitution, therefore, 

would not eliminate the necessity of making a very difficult choice, that of redis- 
tributing lesser means for imports from capitalist countries. 


The main elements of the structure of imports from capitalist countries, calculated 
in current prices, were as follows in 1981: capital-goods imports, 9.8 percent; 
supply imports (mot including grain and focder), 47.7 percent; grain and fodder 
imports, 28.1 percent; market imports, 12.8 percent. 


It appears from this structure that the above-mentioned choice--in view of the 
ilready made further reduction in imports of capital goods--comes down to the ques- 
tion: Should the reduction in imports apply mainly tograin and fodder and market 
imports, cr also to supply imports. 


Kut this question, to a large degree, is rhetorical. With the large reduction in 
imports from capitalist countries, they cannot continue to fulfill the role of the 
factor that supports consumption, as was the case in 1980 and 1981. This is evi- 
dent also by the fact that the credit restrictions introduced this year by most 

of the economically developed capitalist countries principally pertain ‘» the 
ibility to purchase grain and fodder. Reduction of these imports will make it 
necessary: to ensure that supplies of bread and grain products are available 
principally through deliveries from domestic procurement, to reconcile ourselves 
to the decline in animal husbandry and meat consumption, but at the same time to 
atrive to minimize this decline. 














Ke ognition that a reduction in imports from capitalist countries will take place 
primarily at the expense of imports of market goods and grain and fodder will not, 
however, make it possible to increase imports of raw materials ind materials for 
preduction, and co-production elements from capitalist countries It is protection 
only against a greater deterioration in industrial supplies and what that brings 
with it, and it counteracts a further reduction in the utilization of production 
capacity and employment efficiency. This means that it is necessary to make another 
ditficult choice, that is, introducing important changes in the area of distribution 
of means tor supply imports from capitalist countries, so as to reduce the total 
size of these imports in such a way as to produce the least losses. This requires 
proper planning, and after the plans have been executed, also a revision of the 

past system of distributing means for supply imports from capitalist countries, 
including a reduction in the scope of operational programs. 





The Council's proposal pertains to only one, although very important, part of this 
work, that is the exclusion of exports from the operational programs, a change in 
the principles of obtaining means for supply imports from capitalist countries for 
the needs of export production to these countries, while at the same time, strength- 
ening export incentives. 


4. The system of obtaining means for supply imports from capitalist countries should 
be both a method of distributing supply imports from capitalist countries and a basic 
means of stimulating the growth of exports to these countries. 


The present svstem in the form of foreign-exchange allowances cannot be regarded as 
in ultimate solution if only because the size of these allowancesis dependent upon 
the import-intensiveness of exportsand that it only takes the final phase of produc- 
tion Into account. But in the present situation, foreign-exchange allowances 

must be regarded as the main element in the system of stimulating the growth of 
profitable exports. In order to increase their incentive influence, but at the same 
time their disciplinary influence, it is proposed that: 


--the foreign-exchange aliowances be made the basic source of supply from imports 
for exports production, eliminating the operational program for exports, a program 
that is unjustified in covering specified, actually indispensable social needs; 


~-the basis for financing the allowances be expanded by the ability of the exporters 
to directly obtain anticipated credits abroad, tied to the specific export trans- 
«tions; 


-«-the procedure for granting foreign-exchange allowances be formalized, establish- 
ing it in such a way that the allowance would be granted successively to those pro- 
ducers who give evidence of the highest indicators of export profitability; 


--interest be assessed on foreign-exchange means obtaified on the basis of 
i!lowances, in order to induce the exporting enterprises to make improvements in 
monagement with the means that have been earned; 


--it be made possible for all enterprises to obtain allowances, that is, those also 
who thus far have not been exporters or vipse exports were lower than the minimum 
mow in effect; 

















-~the foreign-exchange needs of the co-producers be taken into account in the size 

of the allowances, particularly in the export of complete facilities, and that in the 
future consideration also be given to the possibility of contractually reselling the 
earned toreign-exchange means to co-producers and other exporters. 


5. In order to make it possible to accelerate the growth of profitable export, at 
the same time as the above-mentioned change in foreign-exchange allowances is sade, 
immediate consideration should be given to the following matters: 


--restoring the principle in accordance with which the producers of processed goods 
sell them not at domestic (cost) prices, but at transaction prices (foreign-exchange 
prices multiplied by the currency conversion factor); 


--introducing additional incentives for exports, e.g., in the form of: 


a) assurance that the tax on the wage fund, charged to the prime costs of the ex- 
ported products, will be refunded; 


b) authorization to industrial enterprises to reduce the amount d the amortization 
illowances in effect by that portion which is charged to the prime costs of the 
products supplied for export (proportionally reducing the amount remitted to the 
budget for this); 





c) an exemption for industrial enterprises supplying products for export from the 
ipplicable portion of interest on bank credits drawn in the past on already completed 
investments and a freeze on the proportional portion of the yearly repayments of 
these credits. 


The above proposals of exemptions and debt reductions pertain to the financial items 
included in the prime costs of production. Their acceptance would thus mean a 
reduction in the minimal prime costs of the products exported, contributing to a 
corresponding increase in the profits of their producers. 


There is also a proposal to exempt or ease the increasing charges for the Vocational 
Activization Fund [FAZ[ in relation to basic wages paid for export production, where 
they can be isolated. The savings in subsidies should make it possible to offset, 
out of the budget, the lower receipts from the Polish National Bank (NBP) and the 
FAZ. 


6. Simultaneously with the above-mentioned measures, which can be introduced quickly 
for they require no substantial preparations, work should be undertaken on establish- 
ing a comprehensive system of stimulating the growth of profitable export. This 

work should take the following problems into account: 


--the level of currency exchange rates, the bases on which they are established and 


verified; 


--the elimination of the disparity between the pricing of basic raw materials and 
materials for production, and the pricing of remaining goods imported from capital- 
ist countries; 








--ilter establishing, or systematizing the parameters of cost effectiveness in 
reign trade, a system of stimulating growth of profitable export can be implemented 
the basis of the total result of the activity of economic units (as is foreseen in 
the assumptions of reform) or on the basis of the separated profit from export; 


--the preparation of a comprehensive system of stimulating the growth of profitable 
export based on uniform principles of cost effectiveness and a uniform criterion. 


Ihese problems will be the subject of the Council's work. 
Il. Balance on the Domestic Market 


7. In the preliminary assessments of the results of the price-income operations 
conducted during the first quarter of this year, the positive effects on the balance 
were underscored. These effects were due to: 


--successful implementation of price increases on food, energy and heating fuel, 
which, despite the fact that compensation according to the estimate of the State 
Price Commission exceeded the scale of the price increase by approximately 70 billion 
ziotys, should bring improvements in purchasing, more economical consumption of 

food, energy and heating fuel, reduction of excess stocks for some consumers, a 
cessation in the feeding of livestock with food, etc. 


--application of new principles for establishment of prices, which should bring 
ibout, over a year, an approximate growth of the population's expenditures amounting 
to 600 billion zlotys; 


--a drop in the real value of the inflationary gap, as a result of price changes 
is well as the necessity to increase the “emergency fund" (transactional money) of 
the people. 


\ reduction in the increase of the population's mcouey reserves in May to 3.2 percent 

ot the total income is seen as a sign of improvement in domestic balance. This is 

: considerable reduction in comparison with the first quarter of this year (when 

the corresponding ratio amounted to 18 percent) or with the situation in 1981 (14 

percent). If, however, we go back to the earlier years, e.g., 1977-1980, then it 

turns out that the ratioof the money remaining at the population's disposal without 
verage to incomes will over the year be worse than several years ago (at chat time 

it did not exceed 6 percent), and we know that the market situation was already wors- 

ening at that time. 


Furthermore, this year a serious threat that the balance will get worse is becoming 
pparent. On the one hand, a further decline in total supply of market goods and 
orvices may take place, which is related to: 


--the threat of a further drop in supply and consumer-type import, resulting from 
im unsettled payments situation, the need to develop a surplus of export over im- 
port, and the possibility of a deterioration in terms of trade; 








--the necessity to rebuild stocks in trade; 


--the assignment of a portion of the goods to fulfill past commitments (for which 
money has already been received). 


On the other hand, an additional growth in the population's incomes may occur due 
to: reform ot the universal retirement system and the social security system for 
farmers, compensation for the growth in living costs, implementaticn of demands in 
the area of wage reform and new subsector charters. In addition, there are fears 
that the system of self-financing of wages, provided in the reform, will not pro- 
duce the expected results. 


8. The total scale of all threats to balance is considerably greater than the 
possible counteracting measures that are now being considered. It is difficult to 
foresee how production potentials will finally develop and what kind of wage and 
social decisions will be made to the end of the year. 


Nevertheless it appears to be essential to use some kind of quantified forecast 
pertaining to the sizes of the inflationary gap and curve this year. Naturally, 
such a forecast can only be an approximate estimate. The NBP estimated the curve 

at the end of 1981 at approximately 320 billion zlotys, but other estimates, less 
convincing, used larger amounts. On the basis of NBP estimates and the course of 
the first half of this year, the curve at this moment can be estimated at approxi- 
mately 300 billion zlotys. This is a nominal size, not much lower than at the end 
ot last year, but actually, considering the decline in the purchasing power of the 
zloty, it is much lower. In relation to last year's population's net income, the 
curve amounts to approximately 16 percent. If it were to remain at this level until 
the end of the year, the corresponding amount would drop to below 10 percent. This 
would be a very important reduction in the inflationary surplus, although of course 
it would not be completely eliminated. It should be added that the above figures 
tike into account the reduction in the curve as a result of the growth in the amount 
of transactional money (due to price increases) and the hypothetical transformation 
of a small portion of savings forced by lack of goods into authentic savings. 


The forecast of the level of curve at the end of the current year does not allow us, 
without a serious risk of error, to estimate the relative size. However, it may 

be regarded as certain that without the specified anti-inflation measures it will 
not be possible to maintain the present level of curve. This would require that: 

') the amount of remuneration during the second half-year be maintained at the level 
of the tirst half-year, which seems to be impossible and would probably be unwar- 
ranted, b) the assumed level of production of consumer-type goods and services be 
exceeded, which is a controversial hypothesis, or that if it is not exceeded, re- 
serve stocks will have to be dipped into. Drawing from reserve stocks appears to 

be impossible in view of their reduced level and in view of their structure. This 


would mean that the continuity of deliveries of many articles would be disrupted. 
[t appropriate anti-inflationary measures are not instituted, the curve at the end 
of the year will increase--not reaching last year's level--to 12-13 percent of the 


population's net monetary receipts. 





ettects ot current decisions on the following years must also be taken into 
unt, when conditions tor improvement of balance will not be clearly more favor- 
ble either trom the standpoint of the external situation (debt-payment require- 
ments) o. trom the standpoint of the domestic situation (the necessity to rebuild 
tocks in trade to restore continuity in sales, the auwmatic growth in population's 
incomes due to wage and social systems already in effect, and the effects of reval- 
orization of deposits). 





9. The tollowing effects of the extreme inflationary pressures are particularly 
untavorable tor overcoming the crisis: 


--the reduction in the field of activity of economic reform because of the need to 
expand the range of official and regulated prices, to establish protected areas in 
production, to maintain state control of both means of production and of consump- 
tion, the necessity of subsidizing production in short supply, tied sales, etc., 


--the weakening of the economically warranted bases for cost effectiveness in enter- 


prises, 


--the disruption in the incentive system through lack of market balance and the 
considerable growth in share of social services (although, of course, there are 
other weighty reasons for their increase), and compensation in the populace's total 
income at the expense of: work's share in income, 


--the weakening of commodities-monetary ties between the city and the countryside, 
--the formation of a base for occurrences of speculation and corruption. 


lheretore, it is postulated that all new decisions which entail financial effects 
be tirst thoroughly examined from the standpoint of their influence on balance. 

in order to do this, it is necessary to eliminate the dangerous decisionmaking 
procedure at the central level which is responsible for that fact that all kinds of 
decisions aftecting balance and inflation are made without adequate coordination 
‘od ore directed more at satisfying the demands and desires of particular social 
yroups than at concern for the overall economic situation. The struggle with 
inflationary trends should be given first priority in the government's economic 
policy. 


\0O. When there is serious market imbalance, the traditionally applied methods of 

‘aleulating the populace's real incomes do not hold up. Thus the new methods 

of calculating the changes in these incomes, developed by the Main Statistical Of- 

tice COUS), which take into account the formation of incomes which have no real 
veraze in market bidding, appear to be advisable. 


ln view of the large changes in incomes and prices, it is essential that the 

irrent analyses of changes in incomes, living costs and savings in a cross-section 
of the principle social and income groups of the population be expanded. If good 
information is not available on this field of income policy, there is the danger 


that extreme extravance will occur or that some social groups that are in an espe- 
cially ditficult situation will be overlooked. 











ll. The permanent tactors which endanger the restoration of balance include the 
development of all types of indexing: farm incomes, procurement prices, annuities 
m! pensions and other social services, etc. At the present time the factor that 
does most to increase the adverse effects of indexing is the threat of a further 
drop in production. However, even when production is already growing, indexing 
that is too developed will be a threat to balance, for other factors which adverse- 
ly attect internal balance must be taken into account, such as: 


‘) transformation of the demographic structure in the direction of an increase in 
the pre- and post-producing age groups, and 


b) the necessity of allocating a '‘arge part of the increase in export production 
to service the toreign debt. 


lhe experience of many western countries who adopted this method before Poland did, 
points to the dangerous effects of excessive indexing. 


in the immediate future the range and functioning of indexing must, therefore, be 
restricted solely to the protection of the economically weakest groups and the 
basic needs of the people. 


12. Under these conditions, a short- and long-range program of anti-inflationary 
measures must be prepared. One of the first steps in this direction should be 
the submission to the Sejm of a law on a stabilization tax on goods which are of 
scondary importance. 


In consideration of society's income situation, this tax should apply only to 

those goods and services that are obtained mainly by the more affluent groups, 
o.@., automobiles, gasoline, furs, crystals, jewelry products, color television 
sets, treezers, hi-fi stereophonic equipment, trips abroad, etc. The application 
of this tax, in addition to replenishing the budget, would have certain positive 
results for the less-affluent consumers: By reducing speculative purchases and 
tying up a part of the affluent populace's incomes, there would be less pressure 
from them on the food market and on other items of daily necessity. Such a tax, 
therefore, would be favorable to balance on the food and basic necessities market 
without the need for recourse to further price increases on these items or greater 
extension of state control. This tax would also give a social sense of justice, 
because the prices on some items that it would cover that are of a luxury nature 
today (e.e., on gasoline), have grown more slowly than prices of food, while an 
uutomobile obtained at the price in effect in socialized trade continues to fulfill 
the function of a profitable capital deposit for the more affluent persons who were 
lucky in the lottery or to whom vouchers were available. 


This tax should be collected in trade and sent directly to the budget, without 
itftecting the profits of production enterprises or the size of turnovers of trade 
enterprises. This solution would make it possible to avoid undesirable shifts in 
the structure of production and sales. 


ihe Sejm, within the framework of the budget law, should revise the list of goods 
covered by the stabilization tax each year. The amount of the tax should be estab- 
lished flexibly at a level which will ensure market balance by the authorized min- 
ister. 














hor persons who made prepayments on automobiles, credit could be granted for the 
bilization tax. The credit would be repaid after the automobile is received, 
thu me monthly instalments as the prepayments had been made. 


enues trom this tax would serve to cover the budget deficit, with particular note 

the need to cover the growth of expenditures from the budget to finance social- 
cultural services, and also for the indispensable reform of the universal annuity- 
pension system, including elimination of the “old file”. 


In addition, consideration should be given to applying a stabiiization tax to similar 
yools (plus alcohol and cigarettes) sold in PEWEX. Such a tax would be collected in 
ziotyvs. 


A detilationary effect could also be obtained by an ordinary increase in the appli- 
cable prices or by an emergency increase in selected turnover tax rates. However, 

‘tabilization tax appears to be better, both from the standpoint of social accep- 
tence as well as greater tlexibility. 


Ihe Council believes that the basic element of the anti-inflationary program is the 
creation of conditions by which the supply of goods and services will grow, by modi- 
iving the incentive system so that production will grow and that there will be sav- 
ines in materials and a reduction in production costs. First of all, consideration 
hould be given to alleviating the overly progressive burden of the increase in 
iverage remuneration and prizes from profits in enterprises, in order to increase 
the incentive for materials savings and production growth. 


it. In relation to the current draft laws on universal pensions and social security 
tor tarmers and their families, it is proposed that they be thoroughly examined in 
order to reduce the financial effects which would result from them, primarily because 

their long-term distribution. These drafts, in their current version, envisage 
that ultimate model solutions will be applied in a short time. Under the present 
circumstances, they should be regarded as being unrealistic. 


ls. Revisions to the ration-card system should be aimed at increasing the availa- 
bility of goods, and in some cases, also at obtaining deflationary effects. 


it appears from daily observations that at the end of each month flour and grain 
roducts are bought out in order to increase home stocks. In view of the known 
litficulties with the balance of grain, this is an extremely unfavorable occurrence. 
fheretore it is proposed that either state control in this area be removed entirely, 

that at the least the rule be made that ration cards for flour and grain products 
not have an expiration date (that they be valid indefinitely). 


it is proposed that insofor as possible state control over sweets be reduced. 


timately, attempts should be made to remove state control over alcohol and cigar- 
ettes, and that a bold price policy be applied. However, both for economic as well 
social reasons, {taeemsbest to remove controls over these items gradually. It is 
proposed that state control over cigarettes be limited to retaining ration cards and 
resent prices only on the lowest quality assortments, and that the remaining grades 
bh sold without rationing at balance prices. It is proposed that state control over 








lcohol be reduced, retaining ration cards and present prices only on one bottle per 
ath. Larger amounts would be sold at balance prices. 


ihe problem ot footwear ai clothing (particularly children's) has become so severe 
thet the temptation to apply state controls is very strong. Technically speaking, 
this problem is so ditticult that without taking this aspect into account there is 
me way that specific proposals can be formulated as to the method and scope of 
possible state control. But absolutely, the feasibility of applying some form of 
state control in relation to these items should be examined in detail--where such 
control should be most efficient, particularly as regards footwear for children. 





15. Changes in the state's credit policy are indispensable, changes aimed at uni- 
versally applying the principle that interest on credits must be higher than inter- 
e.t on savings deposits. The only exception to this principle should be credits 
tor housing construction. In all other cases, the interest on credit must give 

the purchaser a real choice: to pay cash or draw a loan. 


I'l. <A Summary of the Annexes 


pertaining to the draft compulsory loan from socialized enterprises and the 
problems ot grain procurement. 


A. The KRG took a critical position in relation to the first of these matters, 
Stating that: 


--the enterprises may take the compulsory loan to be a decision that conflicts with 
the spirit of reform and a return to the technique of freezing part of the profits, 


--the assigned sum of the receipts from the loan and the principles under which it 
i. drawn may, in many enterprises, make modernization impossible, or perhaps even 


miintenance of assets, 


--in some cases to compensate for the obligation placed on the enterprises, they 
miy resort to pressures on banks, which would mean that the budget deficit would 
change, to a certain degree, into a deficit of the credit plan. 


Ihe Sejm has been familiarized with the Council's comments as to the draft compul- 


cory toan, which, independent of this, met with the deputies’ decided opposition. 
lhe dratt loan was replaced by a stabilization tax in an amount reduced by at least 
one-third, and assessment methods that were more satisfactory. Thus the first and 
third charges were eliminated and the second charge has been, in any case, mini- 


A l. 


On the matter of grain procurement in the 198/1983 economic year, there is no 


mplete contormity of opinions yet between the agricultural team and the KRG pres- 
idium. However, the discussion at the Council's plenary meeting has not yet dealt 
with this problem. Therefore, both the commission's theses as well as an assess- 
ment of these theses have been presented to the government. 


[he starting point of the problems of grain procurement in 1982/1983 is the conflict 
bweeen import potentials and the demand for fodder and grain for animal-raising 











pet es, resulting trom the fixing of excessively high prices on slaughter-animal 
rement in relation to grain procurement prices. A series of joint conclusions 
the agricultural team and the presidium were drawn from this: 


--Next year, of course, tirst priority should be given to bread supplies over meat 


--At the same time, however, we must take care that the basic herds are not reduced 
to a degree which would cause difficulties in the subsequent years. 





--Administrative measures to increase the supplies of grain should not be anticipated, 
since they would not be effective and at the same time they would undermine the 
feeling of permanence of agricultural policy. 


-Fconomic measures for stimulating procurement anticipated by both the team and 
the presidium can, and even must, turn out to be inadequate if the domestic ratios 
of procurement were to be maintained at a level which does not encourage producers 
to sel! to the state, but to fatten the livestock. Should these ratios change, 
prices ot fertilizers would have to be considered. 


ihe divergence between the team and the presidium pertained to: 


the proposal that ration cards for meat be abolished shortly and that meat prices 
i. raised to the balance level (the presidium does not concur with this suggestion). 


fhe export of meat as a means of additionally supplying agriculture with imported 
iodder. Considering the level of foreign prices and the current possibility of 
elling the assortments of meat that could be allocated for export, the presidium 
| the opinion that this action would not be very effective, if not totally 


deceptive. 


ie discussionson the problems of procurement are not yet closed and while they 
ire polos on proposals are being submitted on economic measures that are somewhat 
soditied in relation to the initial proposals. 


CSO: 2600, 793 











POLAND 


PARLIAMENT VOTES APPROVAL OF AMENDED BUDGET 
Warsaw TRYBUNA LUDU in Polish 7 Jul 82 pl 
[Article by Ryszard Bilski: "Vote of Approval for the Budget” ]} 


[Text] Parliament gave the government a unanimous vote of approval of last 
year’s budget. Unanimously, but after a comprehensive analysis. 


The budget debate was drawn out. Ending it could not be managed in the first 
half of the year. It followed a rather unusual course, at times an even 
sensational one, when the Chief Board of Supervision [NIK] questioned the 
amount of last year's deficit (124.5 million zlotys), claiming that the 
deficity was several times larger. Differences of opinion in the evaluation 
of the budget deficit arose from a different interpretation of the so-called 
capital deposits accumulated in the bank, which in the opinion of the NIK, 
the NBP [National Bank of Poland], and many deputies were nothing more than 
an asset locked up in poorly managed investments. 


The evaluation of the 1981 plan and budget realization converged with a 
discussion of the assumptions and drafts of these documents for the present 
year. Not only formally, but in substance. When weak points in last year's 
budget were found, they were immediately sought out in the draft for 1982. 
The subsidies were attacked. But the aim of the attack was different than 
in past years. For rather than suggestions about what else should be 
subsidized, there was discussion about what should no longer be subsidized! 
For in the making was the budget of a state whose economy has entered onto 
the road of reform. The legal foundations and guarantees of these reforms-- 
let us remember--were also coming into being given the large participation 
of the deputies, but the main legal acts gained standing as parliamentary 
statutes. 


An already evident effect of the budget debate is the reduction of subsidies 
by tens of billions of zlotys, but an expected effect should be a further 
decrease in additional financing for production. For it was announced that 
all the parliamentary commissions will soon undertake a very penetrating 
analysis of the whole system, mechanism, and criteria for granting subsidies. 
A notation was found in the budget statute obligating the finance minister 
md the minister of price affairs to increase supervision of the form which 
costs take in enterprises, with special consideration to those which enjoy 
budget subsidies. 








For the tirst time on a large scale a team of parliamentary advisers joined 

in work on the budget. Critical observations, proposals, propositions 

ubmitted by the deputies, and also controversial questions with the ministries 
were immediately analyzed and evaluated by experts, and the most advantageous 
solutions were suggested, thanks to which each consecutive session of the 
Commission for the Economic Plan, Budget, and Finances and the Commission for 
Legislative Work, with the participation of the chairmen of the remaining 
parliamentary commissions, brought the end of this important debate closer. 

Uh, at least in the case of an extremely important question--supplying the 
state budget with part of the profit made by the enterprises. The deputies 
rejected the idea of an obligatury loan, claiming that the state's economic 
situation would not guarantee repayment in the immediate future. They 

proposed a nonrecurring stabilization tax which in the opinion of parliamentary 
experts is also a proper, more realistic solution. 


lt was precisely that realistic evaluation of the situation, needs, and 
possibilities which was especially evident during this year's debate. From 
the tirst day it was well known that the budget would not be based, even in 
the slightest degree, on good intentions and hopes but on realities, and 
that no one would propose or agree with the planning of expenditures which 
we cannot afford and which would increase inflation. 


A budget resulted which on the one hand respects the difficult economic 
realities, and on the other perceives and resolves fundamental social problems, 
ind above all it protects people with the lowest incomes. 


445! 
CSO: 2600/765 











PROBLEM OF FOREIGN DEBT DISCUSSED 
Warsaw TRYBUNA LUDU in Polish 17-18 Jul 82 p 9 


[Article by Wlodzimierz Zralek: “The Politicians and the Financiers -- 
a Point of View"] 


[Text] At the beginning of July, careful readers pointed out a note 
which provided the information that talks were being held in Vienna 
between representatives of groups of Western banks and the Polish Com 
mercial Bank concerning the resolution of the payments problem which 

we are facing in 1982, owing to the negotiated credit and interest. 

[It is a question of what is called refinancing, a term which means de- 
ferring part of the repayment, whereby the sums not repaid on time 

are treated as new credit, with a higher corresponding rate of interest, 
of course. 


This sort of financial operation was already employed in relation to 
the Polish debt repayment which fell due last year, and in previous 
years it was used for a number of debtor countries. In our case, it 
has a negative side in that even under conditions where each year ve 
would get out fron under part of the debt, because of the growing 
backlog of interest, for many years we shall not be able to reduce 
the debt at all, but on the contrary it is bound to increase. The ex- 
perts project that the long-range growth of our debt curve will rise 
from its present level of about 25.5 billion dollars until the year 
1990. The trend was to have been turned around along with Poland's 
mastery of the current economic problems and particularly with the 
assurance of proper ratios between the sizes of our exports and imports. 


It is easy to see that the refinancing method creates a complicated situ- 
ation for both the debtor and the creditors, but it is only by using it 
that Poland can achieve an equilibrium in payments and that the West 

can get ite capital out. It is this very understanding of this fact 
which made the western banks’ representatives decide to enter into the 
ibove-mentioned talks in Vienna. As might be imagined, they were motivated 
not by love for Poland, especially its socialist system, but by their 

own well-understood interests. 








ur experts who took part in the talks are not ruling out the possibility 

reaching an agreement, but it is not just the complexity of the finan- 
cial problems being considered which is making this difficult. The thing 
is that the western banks -- and there are about 500 of them altogether 
-- are representing only one of the creditor sides. The other side con- 
sists of the governments of the western countries, which guaranteed a 
substantial portion of the credit granted to Poland. 


While the bankers are inclined to be guided mainly if not entirely by 
tinancial considerations, the governments’ stand is determined mainly by 
political motives. This ditferentiated approach is not a new phenomenon. 
lt appeared back in January of 1980. In this period the spokesmen of the 
tinancial circles disturbed about the capital in Poland presented in a 
decisive manner a oumber of postulates concerning the mastery of the eco- 
nomic chaos in Poland, the insuring of an undisturbed production rate, 
and the holding down of wage increases not justified by real economic 
possibilities and, thereby, inflation. Fundamentally different was the 
position of the governments, which, in undertaking talks on the postponement 
of repayment long before the banks, did not enter agreements which had 
any relationship to the expectations formulated by the banks. 


Following the declaration of martial law in Poland, the roles were reversed: 
the western banks were anxious to enter into talks, while the govermaments 
suspended them, treating their decision as one of the economic sanctions 
against Poland. So why do we not enter into agreements at least with the 
banks? As has been said, this is theoretically possible, but the neces- 
sary directness of the talks is limited by the fact that Poland cannot 
assess its payments possibilities under the conditions where it does not 
know what sort of intentions will be imposed by the other group of cre- 
diters, that is, the western governments. 


Because of the acumulation ‘'f the current and previously postponed repay- 
ment, this year we face a total indebtedness exceeding 10 billion dollars 
with respect to the western governments and banks. It is obvious that 
this exceed many times over the payment possibilities of Poland. Therefore 
it is becoming essential to seek solutions in talks. 


It might occur to somebody that the western governments’ suspension [ of 
talks] could be treated as some sort of “antisanction,” given the fact that 
without any agreements Polish payments would be sort of automatically de- 
terred, but this is only an apparent advantage, because this plus would 

be related to qumerous negative results which would undercut the advan- 
tage. 


It is not a question here solely of meeting Poland's ambitions. Poland 
has consistently declared its intention to meet its obligations. The 
other thing is that the western governments’ creation of a “nonagreement 
situation” undermines trust in Poland as a partner in trade, makes it 
difficult tor Poland to obtain imports on credit even where there is a 











guarantee of a repayment of the credit through corresponding export in- 
come, aod, what is most important, it places over our heads the threat 
that at any moment creditors may announce that Poland is insolvent. This 
would mean not only that we would be deprived of any sort of credit -- 
aod atter all we have become 4 country which is tremendously dependent on 
western deliveries essertial to the normal functioning of our economy -- 
but also that we would find blocked our bank accounts which have funds 
due us for current exports or would have Polish property abroad :onfis- 
cated, including our ships am sirplanes. 


This is what the political maneuvering of the western governments involves. 
I think that people in our country have adopted the stereotype of thinking 
in which the creditors’ hard line could be dictated solely by the desire 
to withdraw the loans made, such a desire being treated as obvious and 
natural, We can see how simplistic this view is by looking at the deli- 
berations on this subject in the pages of the WASHINGTON POST and the 
statements published there by R. McNamara, assistant secretary of the 
treasury. He is not just a spokesman for one of the creditor countries 
but of the government departments directly interested in financial affairs. 
His reasoning is not a consideration of how best to exact the retu.. of 
American loans but only a consideration of how to place the maximum poli- 
tical pressure on our country by linking the suspension of talks to a 
constant threat of announcing that Poland is insolvent. 


What sort of long-range prospects are there? I think that they are going 
to be determined by the result of the meeting of political and economic 
circumstances. Without overlooking and ruling out decisions which may be 
the most disadvantageous for Poland, we can place some hope in the weight 
oft the problem being created. Ultimately the declaration that Poland is 
insolvent would not only have an impact on the whole structure of politi- 
cal and economic relations between East and West but would also mean the 
beginning of a method of operating against numerous over-indebted coun- 
tries that could bring about a common breakdown of the international mar- 
Ket. 


fut the most important element of the predictions consists of the long- 
range prospects for our economy in Poland. We are not among the most 
indebted countries of the world. Such countries as Hungary and Yugoslavia 
have a greater level of per capita indebtedness than we do, but nobody is 
saying that they are bankrupt, because they have a per capita export index 
that is twice what ours is. 


fo put it another way: the fate of our country is not being determined in 
the capitals of the West, where deliberations are going on concerning 
extremely important problems of debt, but mainly right here, in Polend. 


1O,/; 90 
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CURRENT DCOONOMIC TRENDS REPORTED 
Progress On Three-Year Plan 
Warsaw TRYBUNA LUDU in Polish 2 Jul 82 p 2 


[Text] The Deputy Chairman of the Planning Commission, Andrzej Karpinski, was 
interviewed by a Polish Press Agency [PAP] journalist, Janusz Kotarski. The 
conversation touched upon problems related to the preparation of the plan for 
1983-85. The preliminary, working version of the plan's targets was recently 
presented at a session of the Econowic Advisory Council. In the conversation, 
\. Karpinski said, among other things: 


--The project will be ready only at the end of the year. In conformity with 
the law on planning, several variants of the plan's targets are being prepared; 
extensive consultations will be held concerning then. 


Anewering the question to what extent the implementation of the [economic] re- 
form and the difficult [economic] crisis situation necessitate a change in the 
methods of planning, A. Karpinski stated, among other things: 


-—Severe restrictions with which our economy is coping make us pay much more 
ittention to the very identification of our needs. As is evident from our work 
so tar, providing for our needs will require essential changes in the structure 
of owr economy and of the allocation of outlays for its development (supply, 
imports, investments). These changes must be initiated as of now. Hence we 
propose to call this plan a J-year plan for rebuilding the structure of our 


econony. 


Speaking subsequently about the conditions for the structuring of the plan, A. 
Karpinski paid particular attention to the situation in foreign trade. --We 
have prepared, in the form of variants, three scenarios, depending on the range 
of the possibilities of increasing exports and, as 4a consequence, imports. 

fhis is directly related to schemes for repayment of our foreign debt. Settle- 
ments in this area will have a basic influence on scwr payment capabilities, our 
changes of importing raw materials and, by the same token, on the macro-propor- 
tions of our economy. 


(...) The variants of this plan merely facilitate preparing it in a way which 
wil! enable us to adapt rapidly, and in the best possible manner, to a concrete 
situation. Simultaneously we propose to make basic modifications in the entire 
structure of our foreign trade with the aim of increasing the share of the 
COMECON [RWPG] countries in its turnover, though we realize that not in every 


case is there a possibility of completely substituting imports frem the first 
payment area {socialist countries] for those from the second payment ares 
lcapitalist countries]. 


* A particularly important problem is: will the plan for 1983-85 guarantee the 
implementation of social objectives? 


--This is related--A. Karpinski said--directly to the choice of a variant of 
the distribution of the national income between consumption an accumulation. 
This choice if a difficult one, because excessively strong preference for con- 
sumption could represent a real threat of depreciation of fixed assets in some 
ireas. We have a choice of three solutions: restoration, as rapidly as pos- 
sible, of consumption per one inhabitant to the level at which it was before 
the crisis, implemented partly at the cost of a further reduction in investments; 
maintaining the 1982 share of investments in the distribution of the national 
income but at the cost of a slower’ restoration of the level of consumption; 
finally, increasing the share of net investments to an amount which would 
eliminate the threat of depreciation of assets, which, however, would have to 
be accomplished through lengthening the period of maintaining the present level 
of consumption. 


We declare ourselves strongly in favor of the variant of protection of the 

level of consumption. However, we have to take into consideration that, even 
with a favorable development of the situation, repayments of a portion of our 
foreten debt will fall due during the 1990's. Our production capability, among 
other things, will determine our ability to meet these payments. Thus, ve 
cannot afford the risk of too big a depreciation of our fixed assets. The matter 
requires serious consideration and a long-range approach. 


Evaluation of Economic Situation 
Warsaw TRYSUNA LUDU in Polish 2 Jul 82 p 2 


[Text] With the participation of the Chairman of the Economic Advisory Council, 
"rot Czeslaw Bobrowski, and the members of the Council's presidium, a session 

of the presidium of the Economic Committee of the Council of Ministers took 
place on the first of this month. The debate was chaired by Vice Premier 

lanuez Obodowski. The subject of a lively and penetrating discussion were the 
most important problems of our present economic situation, prognoses for its 
leve lopment, and the directions of the most urgent goverament actions. 


Comatderable attention was given to the assessment of the market situation and 
to the methods and means of restoring balance in this area. This is an extremely 


difficult task, because, on the one hand, we have to take into account a gradual 
increase in the money income of our population, and, on the other hand, this is 
not scecompanied by a sufficient increase in market goods production. In this 


context, we should regard as disquieting the possibility of setting low produc- 
tion levels by some enterprises while the coet of production remains high and 
its effectiveness remains low. This should be counter-acted by the economic 
md financial mechanitems of the economic reform. Attention was drawn to the 
fact that some enterprises use their newly-gained independence in creating 








tor the purpose of concealing in their exorbitant prices their own 
mic management and their failure to make efforts to increase production. 
henomenon requires, in the near future, a detailed analysis as well as a 
mssible modification of the principles of determining prices. The functioning 
economic mechanisms must stimulate an increase in production. This concerns 
irticularly those enterprises which have appropriate supplies of materials 
ud raw materials. 


n the course of the discussion, much attention was given to the assessment of 
the functioning of the new incentive mechanisms. The discussants emphasized 
that the main purpose of these mechanisms must be to relate increase in pay to 
increase in production. The need to prevent the winding up of the inflation 

siral requires maintenance of strict discipline as regards increasing the 
expenditures for social services. The utilization of resources for the imple- 

entation of these objectives must be as effective socially as possible; thus, 
these resources should be earmarked for groups whose living conditions and 
tinanctal situation are truly critical. 


“ consensus was that the key problems in the improvement of our economic 
ituation are the balance of payments and the import possibilities. 


problem of the structure of ftoreign-exchange expenditures for imports is of 


‘rimary importance from a social standpoint. In this context, the discussants 
isized that the maintenance, with the aid of imports, of a consumption level 
which does not reflect the real capabilities of our economy is possible only at 


the cost of reducing the level of industrial production. The protection of the 
esent consumption, particularly of meat, requires in this situation--as the 


liscussants emphasized--an increase in the self-sufficiency of our agriculture. 
treme importance will be also good preparation and implementation of the 


rocurement of grains from this vear's harvest. 
be remier Dr Janusz Obodowski, summing up the debate, stated that the exchange 
views at the first joint session of the members of the Economic Committee of 
the Council of Ministers and of the Economic Advisory Council had been extremely 
wiul. The actions initiated by the government coincide, to a large extent, 


wit toe directions of solutions suggested by the Advisory Council. A number 
roblems which were raised will be also dealt with in the future work of the 
mic Committee of the Counctl] of Ministers. 


\s ft wxt point on the agenda, the Economic Committee examined the problems 
nstruction industry exports. New organizational, economic, and financial 
lutions were adopted, which should facilitate increasing these exports in the 








Break Up The Monopolies 
Warsaw SLOWO POWSZECHNE in Polish 2, 3, 4 Jul 82 p 9 


[interview by Marek Matusiak, with Dr Czeslaw Uhma, Chairman of the Warsaw 
Branch of the Polish Economics Society] 


[Text ]--Let us clarify this at the very outset: Are you in favor of the reform? 
--What reform are you speaking about? 


--I mean, of course, the new principles which have been : aplanted in our 
economic practice since 1 January of this year. 


--If | had to define my views as tersely as possible, I would say that I favor 
the reform--on condition that my acceptance allows some room for growth. 


--That means? 


-We have to take notice of the fact that at present we are dealing only with 
in outline of the general picture of the reform, because only a part of the 
necessary documents and conclusions has been applied to everyday practice. It 
is true, the Sejm has already passed 11 laws of fundamental importance to the 
retorm--from the law on state enterprises and employee self-government to the 
law on eligibility to conduct foreign trade operations--but, first, approxi- 
mately thirty executive acts are still lacking in this package, and thus it is 
difficult to speak about their final form; and, second, the Office of the 
Government Plenipotentiary for Matters of Economic Reform is still awaiting--as 
far as | know--the issuance of some ten to twenty legal acts with the rank of 
Sejm laws. 


So, | favor the reform which in its final shape will be only formulated--I 
expect this to occur during the current year. And, besides, I am also aware 
of the tact--which, too, in my opinion, is of fundamental importance--that the 
retorm will have to be constantly modified, made more effective, and improved. 


in other words, the reform must take shape not only as a result of the Sejm 
laws but also of the subsequent economic practice. 


--We are speaking about the future, however near it may be. What do you see 
is lacking in the reform, however, as of today? 


--Three problems merit particular attention here, which, however, does not at 
ill mean that the gap in the new principles of management is limited to them. 


\ serious error is lack of a worked-out incentive system, for which, as we know, 
we have been waiting--but probably too long. Second, we must not forget the 
fact that so far we have not solved or, at any rate, not regulated our entire 
monetary system; we have not yet succeeded in creating so-called good money. 
third and final, I see a lack of other guarantees of the reform, including, 

ibove all, an anti-monopoly law which would be an answer to an excessive, in 

my opinion, regeneration of vertical structures. 

















erhaps we should concentrate on this last problem. Why is it so important? 


-hecause the regeneration of hierarchic structures of management, in the form 
of associations of enterprises, arouses probably the most serious concern at 
present. For, as most recent experience has indicated, these associations are 
idopting the whole core of bureaucratic organizations which the branch assoc- 
iuations used to be. 


--But, indeed, joining an association is voluntary. 


--Yes, but so tar we have not recorded cases of founding of associations which 
did not have equivalents in the form of associations which were active before. 


--So, let us return to the subject of the anti-monopoly law itself. 


--lo me, its approval seems inevitable. At issue is the fact that at present 
there exists a problem concerning the manner in which the enterprises will attempt 
to lower their prices--obviously, by gradually lowering their prime costs of 
production--as a market for their products is created. In a situation in which 

we ive the enterprises the right, on a broad scale, to shuffle contract prices, 
while there is a simultaneous market shortage of a number of articles to which 
these prices apply--there is, in principle, no incentive to lower the production 
costs and thus also the prices. In this connection, a number of enterprises 

even regard increases in production as unprofitable. 


lhus, our efforts have not produced, in this area, any instrument of protection. 
ror me, indeed, such an instrument should be the creation of competition be- 
tween at least two groups of enterprises manufacturing the same product. On 

the other hand, there must be no situation in which one branch association is 
created which, of course, carries out a common price policy for all the enter- 
prises--because this association--by virtue of a concept which is being imple- 
mented at present--simply does not have competition which would compel it to 

try to lower costs and to achieve greater management efficiency. 


Hence, precisely, our need for said anti-monopoly law--on condition that I 
personally would rather call it pro-competition law. For, if we have already 
izsreed to the concept of cortract prices which are indeed a conspicuous element 
of the market game, then we need a law which would provide for the creation 

of competitive endeavor in our market. 


--What should this law include? 


-~I cannot comment on the legal details because I am not a lawyer. It seems 

to me=<generally speaking--that this law should reflect a principle making it 
impossible to form associations which include the total, or almost the total, of 
i wiven product line. Because otherwise ail the factories which form a part of 
such an association would agree on the prices and they would have a comfortable 


existence. 


(mn the other hand, if we said that in such a case the formation of associations 
would be permitted only if opportunities for competition were preserved--e.g., 
.o that at least two associations would be formed (even if one would represent 











1 percent of total production, and the other would represent another 40 percent, 
im! the remainder would be represented by the existing two to four larger enter- 
prises which would not have to be associated)--then such a situation would never 


irtice. 
--As tar as I know, a dratt anti-monopoly law already exists. 


--Yes, but it is a draft which, so far as I know, places too much faith in the 
operation of legal instruments. It is, to a large extent, patterned after 
analogous laws of developed Western countries; thus, quite naturally, it 
wccepts the interventionist role of an anti-monopoly law, as is the case there. 
lhis means that in the event that an appropriate authority determines that a 
‘iven enterprise has begun to take advantage of its monopolist position, inter- 
vening or punitive action is taken with regard to the dishonest manufacturer. 


Indeed, such an arrangement would be appropriate only if a competitive market 
existed in our country. But, in view of the fact that a monopolistic market 
exists in Poland (I speak, of course, about industrial products and about con- 
struction industry), and with our horrendous shortages of goods, this type of 
legal guarantees will not be, in my opinion, fully effective. Such guarantees 
can be etfective only in connection with created principles of competition. 


-But how can this be done? 


-It is possible--to give you an example--to create better conditions, even 
though reduction in income taxes, for those [enterprises] which start lowering 
the prime costs of production. 


‘he law is not needed for this. 
--l agree; but, on the other hand, appropriate state action is necessary. 


--Hence, a conclusion can be drawn that, in order to counteract monopolistic 
tendencies, we need laws and regulations which would make it impossible to 
form monopolies; on the other hand, we need a conscious state policy, which 
means consistent introduction of protective economic mechanisms. 


Debate Over Budget Reported 
larsaw SLOWO POWSZECHNE in Polish 28 Jun 82 p 1 


[Yrivate tatormation] [Text] The joint Sejm Comrissions for Economic Pian, 

ot and Finance, and Legislative Work, met for the last time before the 
plenary [Sejm] debate, pronouncing their final opinion regarding the government 
reports on the implementation of the [economic] plan and the state budget for 
last is well as on the draft budget for this vear. 


Af te reading of the draft law concerning the matter of approving the 
rep ind the vote that the government accounts for 1981 be regarded as closed, 
lsom of the] representatives expressed their reservations. 











‘lassical formula for closing government accounts is insufficient-- 
weta Rejman stated. We should be concerned about effective utilization 
ur supplies and employee qualifications. 


--The law says nothing about the complexity of the implementation of last vear's 
‘lan and about its actually not having been implemented--T. Haladai observed. 


\itter some editorial changes, the law was passed unanimously. 


The consecutive version of the draft budget law for 1982, presented to the 
[Sejm] representatives, produced more serious reservations. In conformity with 
the recommendations of the Sejm commissions, the Ministry of Finance presented 
proposals aimed at decreasing the planned budget deficit. 


it is anticipated that this will be achieved through the introduction of a non- 
recurring stabilization tax on enterprises with high net profitability (1.e., 
itter deductions for income taxes and installments of investment credit), which 
should produce 100 billion zlotys; a stabilization loan, proposed before, was to 
vield 140 billion zlotys. 


in addition, the government intends to obtain 50 billion zlotys “through active 
stimulation of the development of market and export production, improvement 

of management etficiency, proper utilization of instruments of our economic 

and financial system, and through other actions,” 43.5 billion zlotys from an 
increase in social insurance premiums, and 20 billion from a reduction in sub- 
sidies to enterprises. Together, the presented proposals for changes are tanta- 
mount to a decrease in the deficit from approximately 368 billion zlotys in a 
previous version to approximately 155 billion zlotys at present. A proposal 

was also made to taclude in the budget the 100 billion zlotys from a surplus in 
the State Vocational Activation Fund. 


During the debate, Vice Minister of Finance [Mr] Gabjan stated that the idec 
of voluntary loans from enterprises, put forth by the Economic jdvisory Council 
is an alternative proposal, is unacceptable (non-real income, lack of decision- 
makers--atter all, the self-government of enterprises is non-operative), but, 
on the other hand, consideration will be given to a proposal to introduce a tax 


on “assets which meet further needs.’ 
--We are returning to our point of departure, that is, to the command system--C. 
Rejman said. -<Is this proper from an economic standpoint? By so doing, will 

we not deal a death blow, through this tax, to the most thriving enterprises? 
\mendments [to the draft budget law] have been penciled in and have nothing to 

do with the merits of the case. I have considerable reservations about the entire 


budvet law. 


-Whom are you concerned about?--retorted Vice Minister Gabjan. --In practice, 
this tax will apply only to those enterprises which made large profits as a 
result of a shitt in prices. 


Some of the representatives, including the chairman of the Commission on Economic 
vlan, Budget and Finance, lVrof Z. Gertych, as well as the chairman of the Com- 
mission on Legislative Work, Prot Zakrzewski, shared the view that at present 

















cm enterprises exist at our society's expense; others concurred with Prof 

ke jman’s view that the state is attempting to transfer its budget deficits to 
enterprises. Representative Z. Malicki emphasized that uneconomical management 
is encouraged, to a large extent, through unjustified subsidies to enterprises-- 
ind this is what we have to take a look at--rather than through unjustified 
prorits. 


~The draft probably needs to be reworked--he stated in his conclusion. 





Minister Krzak observed that the amount of the subsidies does not equal the 
deticit and, in general, he declared himself as being against subsidies; however, 
he added that we are dealing with “material resistance": at present we are 
unable to increase, for example, the prices of milk or of construction materials, 
which are subsidized by the state. --There is no possibility of proposing to 
liquidate the defticit--he said. 


fhe representatives instructed the Minister of Finances and the Minister in 
charge of Prices to 4irect particular attention to enterprises receiving sub- 
‘idies. They also approved a request to the Planning Commission and to the 
Minister of Finance concerning the elimination of instances of uneconomical 


management of enterprises. 


fhe deputy chairman of the group of Sejm counselors, Henryk Kisiel, expressed 
his approbation for the draft budget as introduced by the government. --Complete 
elimination of the deficit is unrealistic. The formulated proposals are 
wceptable. We are proceeding in the right direction--he stated. 


\fter a one-hour session, with one abstaining vote (C. Rejman), the commission 
ipproved the draft budget law. 2Z. Gertych was appointed recording representative. 
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OFFICIAL INTERVIEW ON SHAPING PRICE STRUCTURE 
Warsaw IDEOLOGIA . POLITYKA in Polish No 1-2 Jan-Feb 82 pp 92-101 


\Intervlew with Antoni Gryniewicz, vice chairman of the State Price Comission, 
by Jerzy Borowiecki: “Shaping of the Correct Price Structure”. | 


\fext] The reform of producer prices and retail prices 
initiated the putting in order of our economy's entire 
price system. The price changes introduced and in 

effect now and now are based not only on price increases-- 
which is obvious--but also on the fact that these changes 
have established a new relationship between prices, which 
is less evident but no less important. This is part icu- 
larly a question of the new price ratios between prices 
on food and nonfood (manufactured) goods as well as be- 
tween prices within these groups of goods. Ratios be- 
tween these prices had been, until now, decidedly ir- 
regular having a negative effect on management, on the 
market balance and on national income distribution pro- 
cesses. The course of many economic and social process- 
es depends to a large degree on price ratios; for example, 
they can promote expansion of production or they can 
hinder it; its structure can influence the better adap- 
tation to the neds of the people or can impede the ful- 
fillment of these needs; they can rationalize the demand 
structure for various manufactured and consumer goods or 
increase the disparity with the realistic capabilities 

of the economy. 


Many current issues are related shaping a proper price 
‘tructure. We turned to the vice chairman of the 
‘tate Price Commission, Antoni Gryniewicz to explain 


these issues. 


[Ouest ion Perhaps we should first explain on what the existing irregu- 
larities in the level and structure of prices were based? 


[Anewer! The greatest irregularity was the outright drast ic-unheard-of 
mywhere in the world-scale of detachment of prices from the cost of proe- 
duction. This applied to producer prices on raw and other materials as well 


is to semi-finished products and commodity and market service prices. The 

















aforementioned “detachment” expressed itself in a price structure which 
was @uch lower than the cost of production. 


The largest price disparity from the cost of production occurred within the 
cope ot nearly every basic food product, thus for example, that of: sugar, 
mat and its products, milk and dairy products and fish. The retail prices 
of these products constituted barely one-fourth to one-third of their pro- 
curement prices or production costs. For example, recently the average 
procurement price of slaughter livestock amoucted to 110 zlotys per kilo- 
gram. it we take into account the so-called yield from slaighter livestock; 
i.c., that 75 to 80 percent of edible products may be obtained from it, then 
the procurement price converted to meat was to considerably more, reaching 
about 140 zlotys per kilogram. Meanwhile, the retail price of meat products 
mounted to about 50 zlotys per kilogram. Ratios between procurement 

prices and retail prices of basic food products were similar in structure. 


[Question] Therefore, a nearly total breakdown between retail food prices 
and procurement prices of agricultural products and their production costs 
took place. What sort of repercussions did this have? 


l|Answer| The purchase price of these products in stores was less than farm 
production costs. One of the consequences of such system of prices and 
costs had to necessarily result in a complete lack of interest on the part 
of tarmers to produce goods for a so-called self-supply. In recent years, 
ibout one million of our country's small farms stopped producing various 
products for their own needs. This is understandable under conditions in 
which, for example, the procurement price of one liter of milk came to 

15 zlotys while its retail price was 2.90 zlotys. A profitable price on 
milk (containing two percent milkfat)--if, in addition, we were to take into 
account transportation costs, portioning costs, etc.--should come to about 
18 zlotys. 


The maintenance of such low prices on goods in relation to the cost produc- 
tion costs causes the producers to receive incorrect information, in the 
particular phases of production and the consumers as well, about what really 
is expensive or inexpensive. As a result, for example, the cost effective- 
ness becomes deformed leading to the wastefulness of raw materials and 
finished products in processing as well as in consumption. 


A further negative consequence is the necessity of developing the compli- 
cated mechanism of budgetary subsidies to produce or turnover of “unprofit- 
able” goods a well as the mechanism of obtaining the means for this purpose 


from other goods, primarily manufactured goods. For example, subsidies for 
tood production in 198] amounted to approximately 360 billion zlotys which 
exceeded two to three times the total value of their market deliveries. 

These surcharges have increased over 20-gold as compared to 1970. In addi- 
tion, in 1981, as a result of considerable wage increases along with a con- 


current decline in the work output, the costs of producing manufactured 
goods increased significantly. The surpluses over costs obtained from the 
prices on these products decreased to such an extent that they became in- 
sufficient to balance out the losses arising from the production of food 








Industry as a whole became unremunerative and brought on a deficit to 
the state budget which required the issuing of currency. 


ne use of subsidies is not well accepted by manufacturers since, for example, 
every increase of production requires new subsidies. Under such conditions, 

est etftectiveness does not work within the context of shaping the dimen- 
sions of production and its structure; the cost effectiveness of export is 
also unrealiable (the price indicates that a given product has a low value 
while the cost indicates that it has a high value). 


Another basic flaw of the detachment of prices from the costs of producti »: 
is that it has a negative influence on the state of market equilibriun. 
Under the influence of this tactor and also as a result of increasing demand 
caused by the public's rising income, the market is disorganized and does 
net tunction like a normal market. Every product which appears in stores 

is immediately bought out; lines become longer; goods cannot be bought for 
the money in one's possession and the commodity link between the city and 
rural areas becomes weaker. All of this weakens .centives for better 

work and higher wages. 


iQuestion| On what were the irregularities of the price system in the food 
production groups based? 


|Answer| A good illustration of these irregularities are the ratios between 
vegetable and fruit prices and prices on meat and meat products as well as 
milk and dairy products. As a result, the ratios developed in such a way 
that vegetable and fruit prices rose gradually while meat prices became 
"frozen". As a result, for example, a kilogram of apples cost 60-80 zlotys, 
that of vegetables--about 20 zlotys whereas a kilogram of beef--about 40 
zlotys and of plain sausage--44 zlotys. When the ratios between prices 

ire not rational, then the demand rises for goods which are relatively in- 
expensive but produced at the cost of larger outlays and decreases in rela- 
tion to goods whose prices are closer to production costs. 


westion] Significant irregularities have also appeared in the group of 
irket manufactured goods. 


iAnewer] Prices on most of chese goods produced from natural raw materials 
(cotton and wool for example) were relatively lower than prices on goods 
sade from chemical fibers (for example from stylon [Polish trade name! and 
nylon). Such a price system was irrational mainly because the production 
costs and prices of natural raw materials rose more rapidly than production 

mts and prices of raw materials of industrial origin. As a result, the 
demand was higher for products whose supply was more limited and, therefore, 
expensive. On the other hand, the demand was lower for products made from 
wre accessible and relatively less expensive raw materials. 


improper price ratios within the group of food products and the group of 
mutactured product ; aused serious negative consequences. For example, 
iomand grew mainly for products whose production coste were high and in 




















turm, this weighed the economy down with excessive out lays; production could 
net meet such consumer demands and market imbalance increased. Consequently, 
neither could the economy function normally nor was society capable of ful- 
tiliing its own needs. 


\Question) How did it come to be that there was a very large surplus of 
currency at the public's disposal as opposed to the value of the supply of 
market commodities. Are not the roots of this phenomenon perhaps back in 
the 1970's? 


[Answer] This phenomenon had already outlined itself clearly, although 

on a relatively smaller scale, at the end of the past decade. Estimates 
‘how that the surplus in the public's income beyond the value of the supply 
of commodities and services at the end of 1980 amounted to approximately 80 
to 100 billion zlotys; the following year, it rose at an unusually rapid 
pace reaching the sum of about 400 to 500 billion zlotys. This surplus came 
about mainly as a result of a sudden increase in wages, social service 
vuutlays and in the income of farmers in a situation where shortages of goods 
on the market worsened and became increasingly more serious. It is a known 
fact that the rapid increase of the public's monetary income was forced to 
a large extent by strikes and protest actions, etc. In 1981, the nominal 
wages for workers in the state-controlled economy rose about 25 percent; the 
general wage fund increased by about 240 billion zlotys. Monetary public 
services (pension, annuity increases and those of other services) rose at 

a faster rate (about 33 percent), altogether by about 70 billion zlotys. 

[he income of farmers--as a result of increased procurement prices for agri- 
cultural products--rose by about 100 billion zlotys. 


The economic sense of the implemented increases of the public's income--or 
rather the lack of this sense--clearly results from the comparison of these 
increases with negative trends in the area of material production. In the 
year of “large increases” in the public's income, a further decline of about 
13} percent took place in the national income as well as in industrial produc- 
tion; building-installation production decreased about 20 percent; supplies 
for the market of goods and services at current prices rose about 4 percent 
but according to fixed prices, they were about 11 percent lower as compared 
to the previous year; meat and poultry supplies including their products 
decreased about 18 percent. 


‘Question| It is, therefore, evident from falling trends in the area of 
material production that the worsening situation of the market would have 
to take place even if there had not been such a large increase in the public's 


income. 

[Answer] Undoubtedly, yes. However, this worsening would not have had to 
be so grave and so intense; it would not have had to cause the occurence 

of the mase buying out of goods, the so-called empty shelves, wide-scale 
regulation of commodities and the breaking of the economic bond between 

the city and rural areas, etc. And finally, the degree of retail price in- 
creases which have now become indispensable for, among other things, the 


restorat(o" of market balance, would not have been so high. 











wetion! Similar irregularities occurred in the system of producer 
prices. The reform of these prices also turned out to be necessary. 


Wiower!) Indeed, there is a certain similarity here but the scale of the 
aid irregularities is relatively smaller. These irregularities were eli- 
sinated as a result of increasing producer prices starting froz 1 January 
L982. Namely, prices of coal, electric power, gas, metallurgical products, 
wood, crude oll and construction materials were concretized. The concre- 
tization of these prices is based primarily on bringing them closer to manu- 
facturing costs or to the level of world market prices. As a result of the 
reform, the general level of the selling prices of these raw materials and 
of other gaterials and semi-finished products made from them increased 

ibout 100 percent. 


the effects of price increases on producer goods influenced in varying 
degrees increases of the manufacturing costs of final products (food and 
industrial) as well as increases of the cost of transport and communal- 
living services. These cost increases do not have to cause an increase 

in the prices of final products if the accumulation implemented within them 
is high enough since it may be lowered accordingly to the increase of pro- 
duction costs. And vet, an actually implemented accumulation proved to be 
greatly tnadequate for the absorption of production cost increases stemming 
from raised producer prices on raw and other materials. As a result, after 
| January 1982, most final products became unprofitable. During the period 
preceding this reform, the production of many of these products was also un- 
profitable but to a significantly smaller degree. The significant changes 
initiated at the beginning of this year [1982] in the economic mechanism 
and particularly the basing of enterprise activity on principles of inde- 
pendence and self-financing require the setting of market prices on manufactured 
goods at a level which would assure their profitability for manufacturers. 


‘Ouestion] Let us yet return to the issue of producer price increases and 
their effect on the level of retail prices. 


|\Ansewer! The effect will be quite significant since the new prices on these 
‘oods must assure the reimbursement of increased costs as well as a sinimum 
of production profitability. Prices on manufactured goods, depending on the 
branch, will on the average be 60 to 100 percent higher whereby a large 
number of them will have to increase even more, as much as two and threefold. 
this will apply especially to those goods whose production has already been 
uw profitable before and to raw-material-intensive and energy-intensive goods. 


fhe goal of the reform of producer and retail prices is not only to assure 
the profitabllity of production and the restoration of market balance but 


also to bring about an twprovement in the price structure. This will express 
itself particularly in the improvement of ratios between food prices and 
prices on industrial products as well as price ratios within these groups 
of products. For example, when food prices increased 240 percent on the 


iverage, while heating and energy costs rose 170 percent, then prices on 
nanufactured goods rose from 60 to 100 percent. The irregularities exist ing 
until now in this area were based on the fact that food prices were relatively 











low in comparison to prices on manufactured goods. This was not conducive 

tu the adjustm@ent of the structure of demand (the needs of the public for 
tood and manufactured goods) to economic capabilities, thus, to the ability 
to satisfy the need, especially in the area of food goods. In connection 
with this, it was necessary to carry out a considerably higher increase of 
tood prices than that of manufactured goods. What watters here is that sanu- 
factured goods be made relatively less expensive than food, as is the case in 
every developed country. 


[Question] Could such an effect not have been achieved by considerably 
lowering prices on manufactured goods while maintaining the prevailing prices 
on tood products? 


|\Anewer| If we were not to take into account the level of production costs, 
then it would be possible to consider the different variants of price regu- 
lation. But after all, the low food prices which were maintained for many 
years in our country did not stem from the fact that agriculture produced 
high work output or that it had mechanized basic production processes, etc. 
Retail food prices were, in principle, “frozen” and only procurement prices 
were raised so that, under conditions of constantly increasing production 
costs, the profitability of agriculture production could be assured. For 
example, during the years 1967-82, procurement prices on agricultural pro- 
ducts increased as follows: 1 kg of hogs--from 18 zlotys to 110 zlotys and 
that of live-stock--from 11.5 zlotye to 72 zlotys; 1 Liter of milk increased 
from 2162 zlotys to 14.5 zlotys; 1 quintal of sugar beets--from 60 zlotys 
to 260 zlotys and 1 quintal of rape--from 800 zlotys to 2,500 zlotys. 


Prices on food products did not follow the trend of procurement price in- 
creases on the above mentioned goods which make up a major part cf the costs 
in the food industry. Food prices were not raised between 1967-82, if 

we do not to take into account the price increase carried out in 1978 on 
certain grades of meat and its products (the introduction of so-called, 
commercial prices) and in 198l--price increases on baked goods. 


In the existing situation; i.e., when costs considerably exceed retail 
prices on food, it was first necessary to adjust these prices to the level 
of costes or, in other words, to raise them and also to raise prices on manu- 
factured goods also as a result of the increased costs of their production. 
What matters, however, is that these increases should also serve the re- 
storation of correct price proportions whereby in the long run both society 
and the economy will profit. And this is what happened since there occurred 
a relatively higher price increase on food products than on manufactured 
goods. The differentiation in the scale of price increases on these groups 
of goods did not occur under the influence of some sort of in advance accepted 
concept of rattonalizing the price system but as a result of the fact that 
food production costs increased. A solution based on “freezing” prices on 
manufactured goods while raising food prices according to the cost of their 
production would, in such a case, still be lower than production costs, 
thus, requiring the use of subsidies. The means for these subsidies would, 
in turn, weigh down on food prices. Therefore, this would not be a better 
solution than the hitherto existing one. 
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grou given preterential treat@ent. However, it is not possible to 
sbandom all forms of subsidizing overnight. It seems that things will go 
in the direction of the freeing of prices on selected products from taxes 
md gradually Limiting the range and amount of subsidies. 


west ion On what is the significance based of correct price ratios for 
the functioning of a reformed economy’ In what in particular, will their 
positive influence on management be oxpressed? 


\Anewer!] Price is becoming one of the basic tools of ganagement--an in- 
portant factor in the shaping of the decisions made by enterprises and con- 
sumers. What matters, in particular, is that ratios between prices should 
reflect the difference of production conditions (production costs), sarket 
conditions between supply and demand as well as rational social priorities. 
Such price ratios will, among other things, be conducive to the shaping of 
the structure of market demand in accordance with the objective capabilities 
of the economy and they will also be conducive to the undertaking by inde- 
pendent enterprises of production decisions which will conform to public 
needs. 


[Quest lon Recently, there appeared a new classification of price types 
which distinguishes official, regulated, contract and free prices. What 
wrt of prices are these and do they apply to all food, sanufactured 

ind producer goods? 


Anewer| The names of these types of categories of prices--official, re- 

ge ‘ated, contract or free-express roughly the division of authority for 
jstermining them. Official prices are determined by the Council of Ministers 
or by the State Price Commission [PKC] according to the guidelines of the 
Gounctl of Ministers; regulated prices are determined by enterprises (manu- 
facturers or sellers) according to the principles specified by PKC; con- 
.ract prices are determined between the supplier and the buyer by way of 
igreement and free prices are set by the seller. The proportions of the 
particular groups of goods, for which these prices are determined according 
to est imate calculations, are arranged as follows: goods with official prices 
encompass about 35 percent of total commodity turnover; goods with regulated 
prices take in about 25 percent and those with contract or free prices--about 


ictal prices include: the means of consumption and services which have 
1 fundamental meaning for living costs or for the protection of public 
ealth (for example, bread, meat, milk, » gar, pharmaceutical remedies--12 
reas lis altogether); the means of production and services which 
wve a fundamental meaning for production costs (for example, hard coal, 
rics sil, gas, electric energy, metal ores, gran and fodder--19 commodity 
roy jitogwether); bastc agricultural products ;urchased by soctalized 

) s; alcoholle beverages, tobacco prodrcts, salt, ethyl gasoline, 
lies! il, gold and precious metals and postal~communications services. 


’ 


Re lated prices are determined for goods and services whose production or 
fulfillment ar ibaidized by the state ‘except for those included in offi-ital 














prices); certain materials and imported means of production; basic means f 
production for agriculture; the means of standard consumption (those not 
included in the list of official prices--40 groups of products altegether). 


Contract and free prices include goods and services which are not encompassed 
by regulations pertaining to offi~ial and regulated prices. 


[Question] We are planning to pu'lish more extensive information on the 
subject of price controls, however, we have the opportunity here to present 
some of the issues. 


\Answer] Significant changes within the sphere of determining prices coin- 
cided with the introduction beginning on 1 January 1982 of price reforms on 
producer-capital goods which causes increases in production costs and the 
necessity for changes of nearly all functioning prices on producer and market 
goods. Consequently, this has given rise to the need for a considerable 
expansion of control of regulated, contract and free prices set by manufac- 
turers. Its goal is to limit excessive and unfounded price increases and 
thereby to ensure the protection of public and state interests. In receiut 
decisions made by producers regarding price increases, there appeared un- 
desirable trends. From the preliminary evaluation of these decisions, it ap- 
pears that newly set prices on a large number of market goods are 100 to 

200 percent higher than the prices which existed until now. Besides in- 
tensifying the control activity of the State Price Commission, the essential 
tasks in this area have been entrusted to the newly appointed Price Inspec- 
torate, the Interministerial Team for Research Coordination on the Methe-~ 
dology of Price Creation as well as to organs of financial, ministeri>* and 
social control including social price commissions. The main task sot the Price 
Inspectorate is to assure greater reliability in calculating coscs and prices 
which will limit the possibilities of shifting by enterprises of the effects 
of their own mismanagement on society. 


Such harmful practices are also being counteracted with increasing effective- 
ness by special plant teams called upon in accordance with the directive 

of the Secretariat of the PZPR Central Committee of 2 February 1981. Their 
supervisory activity in the area of shaping production costs and prices as 
well as their activity of initiating organizational-technical undertakings 
which influence the lowering of production costs and the improvement of its 
quality, contribute to the implementation of economical management and to the 
harmonious union of individual and group interests with the interests of 
society and the state. 
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FIRST STAGE OF WAGE REFORM PROGRAM REPORTED 


Warsaw TRYBUNA LUDU in Polish 30 Jun 82 p 1 
[Article by Andrzej Leszczynski: "About the New Wage system] 


[Text] On 28 June of this vear [1982], the Council of Ministers accepted a 
resolution on adapting the principles of paying state enterprise workers to the 
assumptions of economic reform. This is not as yet a total wage reform but only 
its first stage--the first step on the road to putting order into the muddled 
pay system. Further, more profound changes are to be introduced at the begin- 
ning of the new year. On what is this undertaking based? What can be expected 
from the implemented and projected changes? 


In 1967, the average wages in Poland surpassed the two thousand sloty ceiling 
and it was more or less at this time that the popular "slogan" sprang up: 
“whether standing or lying down [on the job] two thousand zlotys are due you 
[as pay]." During the following 15 years, together with increased wages, the 
amounts in the saying changed but the first part of the slogan remained the 
same. 


However, the rigid systems of basic wages did not loosen up, thus, preventing 
better pay for more productive and valuable workers and limiting the opportun- 
ities for so-called horizontal promotions which attest to the attainment of 
successive ranks of professional know-how. 


Wages were enveloped in various supplements which in most labor groups were not 
tied to work efforts. At one of the labor meetings, someone said, "It suffices 
to punch a time card to get paid." Wages were paid not infrequently for 
presence alone at work. 


In the jungle of all types of wage supplements paid out for various reasons, 
the meaning of basic wages became obliterated. With a dozen or so elements 
often going into the structure of wages, a worker would lose track of what and 
how much he was being paid for. The pay system ceased to be legible and com- 
prehensible and together with this it began to lose its incentive power. 


The lack of a link between wages and the real effects of work gave rise to a 
considerable span in the wage scale, particularly under conditions of freedom 
in economic policy. The famed wage "smokestacks" did not rise up there where 
they could possible have been justified. 
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‘ia retorm of the wage system which is currently being implemented is geared 
towards the correction of these irregularities and pathologies which had been 
accumulating for years; towards making the pay system amore flexible and tying 
it to the effects of labor. In accordance with economic reform, enterprises 
are acquiring a far-reaching independence in the shaping of their own plant 
wage policies. 


Such thought-out wage reform constitutes an unusually complex undertaking. 

It requires time for a sensible reconstruction of principles and criteria as 
well as for the breaking of certain generally accepted rules. It would undoubt- 
edly be impossible to carry this out on the basis of a single decision. This 

is the reason for the concept of spreading out the reform into two stages of 
which the first stage has already been introduced while the second will begin 

ca l January 1983. 


in this first stage, already at the beginning of the year [1982] and along with 
the introduction of economic reform, enterprises obtained the possibility of 

the indeperdent accumulation of funds intended for the payment of wages within 
their own financial means. They also gained freedom in determining the criteria 
for the paying of benuses and rewarding workers. 


Now, they are gaining freedom in the independent shaping of plant wage policies 
contained within the framework of the general pay policy outlined by the govern- 
ment and also in accordance with the principles of the labor code and collective 
agreements. 


The system of labor rate scales has heen expanded. Two higher classifications 
have been added to the nine existing categories of classifications. They have 
been set aside for workers with the highest professional qualifications. Work 
difficulty was treated in a much more differentiated manner. Four existing 
categories were introduced in place of the two existing ones. 


Enterprises gained the right of determining their own wage tables in which pay 
rates are to be contained within limits specified by general wage rates which 
are, in any case, considerably higher than the previously existing ones. 


Thus, something budged; the tight corset of principles and regulations which 
up to now had restricted enterprises--became looser. The road was opened to 
the implementation of the principle that wages ought to reflect the quality 
of the work performed. However, this is only the first step to complete re- 
form--the first stage in the evolution of the system. 


lt is time now (at least 3-4 months) for more profound reflection together with 
the work forces on its [reform] ultimate, general form--one which will corres- 
pond to the scale of every plant. 


Problems in this regard are not lacking. For example, in the first stage, it 
has been provisionally assumed that the pay scale established in a plant should 
be confined to a generally specified range (in the lowest, first category of 
classification, the pay should be 15.7 zlotys per hour and 45 zlotys per hour 
in the highest, eleventh class). Should these limits actually be maintained? 
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'erhaps complete freedom should be given to enterprises in determining pay rates 
limited only by their financial capabilities? However, would this perhaps not 
lead to the excessive differentiation of wages? In turn, imposing of functional 
diagrams would threaten with the renewed stiffening of wage policy. 


How then can the mosaic of various wage elements, in which the average person 
becomes lost, be eliminated? What should ultimately find itself on the payroll 
‘o that it [payroll] will be clear and comprehensible? 


The Ministry of Labor, Wages and Social Issues proposes that besides basic pay, 
differentiated according to the class category and the effects of labor, the 
following should be taken into account: 


--ftunctional allowances, 
~-piecework bonuses or bonuses for current, quality economical, etc tasks, 


--awards and bonuses obtained from a portion of the profit and intended for dis- 
tribution among the work force as well as 


--additional payments for overtime work, for work experience, etc--thus, four 
to five elements instead of a dozen or so. 


It is the intention of the ministry to bring out into relief in basic pay, the 
incorporation into wages of compensation and certain other supplemental pay- 
ments. This is supposed to create a stronger incentive for conscientious, 
productive work while assuring on the part of the government, social protection 
for economically weaker families. 


A more general problem is how to contain the socially accepted wage scale? It 
is recorded in the resolution on the Ninth Congress that the lowest wages should 
be equal to average wages while the highest wages should not exceed the average 
by more than three and a half times. These proportions are an expression of 
social expectations. How can these expectations be fulfilled? 


The shaping of a just, rational wage system which creates realistic work in- 
centives requires profound social reflection. For working people, this is an 
issue which is no less important than, for example, the system of compensation 
which was discussed several months ago. This is also a vital issue for the 
proper development of the economy. 


The Party cannot remain indifferent on this very vital issue. The Party active 
must listen intently to the voice of the people; it must take notice of the 
developing trends and moods of the labor class. It is on this basis that it 
should formulate the party position which should coincide with the feelings of 
working people and be compatible with the exigencies of economic development. 
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ROMANTA 


POPULATION DISTRIBUTION OF INDIVIDUAL FARMS IN MOUNTAINS 
Bucharest ERA SOCIALISTA in Romanian No 6, 20 Mar 82 pp 15-18 


/Article by Prof Dr Vladimir Trebici: "The Hill and Mountain Zone and Some 
Demographic Problems," in reference to Dr Eng N. Brasoveanu's article "The Hill 
and Mountain Zone As an Agricultural Food Potential with Great Prospects for 
Exploitation," ERA SOCIALISTA No 23, 19817 


/Text/ The hill and mountain zone is expected to play an important part in 
the strategy of the new agrarian revolution, wherein the problem of exploiting 
all arcricultural resources is critical. Eng N. Brasoveanu's study has the merit 
of presenting a general picture of this zone, calling attention to the problems 
it presents, and outlining a number of realistic and competent proposals that 
could help to better exploit its agricultural food potential. 


In analyzing the hill and mountain zone we must bear in mind at least four fac- 
tors, namely the economic, social, demographic and ecological, and that requires 
from the start an interdisciplinary approach and a systemic point of view in stu- 
iyine it. The ethnographic and traditional aspects are also highly important 
because the most important ethnic centers preserving Romanian folk culture are 
located in this zone. 


We shall concern ourselves solely with the population, labor force and demogra- 
phic phenomena in this article, in keeping with the idea consistently stressed 
in Nicolae Ceausescu's works that the population is the chief productive force 
as well as the beneficiary of the results of all the efforts society makes. And 
so the solution of the general problems presented by the hill and mountain zone 
must begin with those of the population and the labor force, from the quantita- 
tive and qualitative standpoints. Unfortunately those problems have not been 
adequately treated in the Romanian literature. 


Some qualifications are necessary for a proper understanding of the demographic 
aspect and to prevent misinterpretations (1). Economically speaking we distin- 
ruish among “private farms," which include CAP members' personal farms and the 
individual farms (farms of individual peasants and those of personnel in enter- 
prises and institutions, small individual artisans and other population groups). 
As we shall see below, the activity of these farms is by no means negligible and 
adds to the activity of the socialist agricultural units. 
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From the social viewpoint, namely that of the social structure (2), the "peas- 
ants with individual farms" are a definite social category as to both total popu- 
lation and active population. In the census of the population and dwellings 

of 5 January 1977, peasants with individual farms numbered 818,150 persons in 
tutal population (3.8 percent of the Romanian population) and 633,371 persons in 
active population (5.9 percent of Romania's active population). Since the indi- 
vidual farms are generally speaking in the hill and mountain zone (3), we shall 
refer hence forth to the counties on both slopes of the Southern Carpathians, 
Eastern Carpathians and Western Carpathians. Specifically, we are confining our- 
selves to 15 counties (i) (Maramures, Vilcea, Bistrita-Nasaud, Arges, Albe, 
Caras-Severin, Suceava, Vrancea, Gorj, Bihor, Hunedoara, Neamt, Dimbovita, Mehe- 
linti and Prahova), wherein the active population of the category of peasants 
with individual farms amounts to 8,672 persons (about 77 percent of the total 
peasants with individual farms), or 33.2 percent (ranging from 17 to 55 percent) 
of the active agricultural population of the respective counties. 


Table 1. Some Economic Indicators for Individual Farms (1980) 























Cifre In %y din agriculturs| 
15 absolute 16 Roméniei 
1. Populatia activa * 633 371 ~ 16,1 
2. Suprofota orabild (ha) 473 523 48 
3. Pdsuni (ha) 236 548 7,8 
4. Finete (ha) 636 991 448 
5. Livezi $i pepiniere 
pomicole (ha) 56 165 15,8 
6. Bovine 970 600 15.0 
7. Ovine 2 186 300 13.8 
8. Carne bovine (t) 134 000 21,9 
9. Lapte (hi) 11 989 000 22,6 
10. Lind (t) : 5097 13.6 
| 11, Prane (t) t 4 175 100 28,2 
7 12. Mere (t) 61 100 14.8 
13. Ovéz (t) 18 000 38,3 
14, Cartofi (t) 824 400 20,4 
1. Active Population 9, Milk (hectoliters) 
?. Arable area (hectares) 10. Wool (tons) 
3. Pastures (hectares’ ll. Plums (tons 
l,. “ayfields (hectares) 12, Apples (tons) 
Se Orchards and nurseries (hectares) 13, Oats (tons) 
6. Cattle 14. Potatoes (tons) 
7. Sheep 15. Absolute figures 
8. eef (tons) 16, Percentage of Romania's agriculture 


“According to the 1977 census. 


Let us review some economic aspects of the individual farms. For a better ac- 
count of them, it is appropriate to point out that in 1980 the private farms oc- 
cupied 15. percent of the nation's agricultural land, 7.2 percent of the area 




















in hayfields, 33 percent of the area in vineyards and vine murseries, 22 percent 
of the area in orchards and fruit-tree nurseries, 38.5 percent of the number of 
cattle, 43.] percent of the number of sheep, and 27.6 percent of the total hogs. 
As for production, the private farms produce 52.2 percent of the beef, 33.) per- 
cent of the pork, 56.6 percent of the milk output, 42.6 percent of the wool out- 
put, about 36 percent of the output of grapes, over 75 percent of the output of 
plums, 34.5 percent of the output of apples, and 91 percent of the output of 
sweet and sour cherries. 


What is the economic picture of the individual farms? We shall refer only to 
the indicators that have a particular bearing on the problem under consideration 
(See Table 1). 


Cne-sixth of the active population in Romania's agriculture works individual 
farms, holding about half the area in hayfields, more than one-sixth cf the mm- 
ber of cattle, and one-seventh of the number of sheep. As for the individual 
farms' contribution to the national agricultural output, it is particularly in- 
portant in the case of beef (about one-fifth) and the outputs of milk and 
fruits and surprisingly large in the case of the outputs of oats and potatoes. 


The main occupation of the hill and mountain zone is zootechnology, a sector of 
exceptional importance to Romania, and especially cattle and sheep raising and 
cultivation of fruit trees (especially plum trees) and some crops suited to the 
climatic and soil conditions (potatoes and oats). 


The question is whether this zone's contribution to the national agricultural 
output is commensurate with the productive forces it has, and the specialists’ 
(agricultural experts, economists etc.) answer is no. 


The many causes of it have been examined in the last few years, especially since 
the First Congress of the Management Councils of the Socialist Agricultural Un- 
its and the Entire Peasantry (1977), and land deterioration, insufficient effort 
to improve livestock breeds, and inadequate mechanization were found, among oth- 
er things. Fewer references were made to the labor force and its quality, and 
only to certain demographic imbalances caused by the village-city migration, 
which has been very intensive in the last two or three decades. 





Paradoxical as it seems, from the systemic point of view analysis of the overall 
problems of agriculture and of the hill and mountain zone especially must include 
the problems of industrialization and the related problems of urbanization and 
internal migration. 


If it is to make realistic and effective suggestions, the analysis must compare 
the causes and effects. 


Let us begin with the active population in the social category "peasants with in- 
dividual farms," with emphasis upon its structure according to age groups and sex. 
As I said, we are confining ourselves to the 15 counties, grouping them under the 
historical provinces (5). This supplementary procedure will be of some help to 
us in determining the influence of some regional cultural submodels reflected in 
attitudes toward migration, reproduction and the family. And in the last analy- 
sis it is necessary to bring out the effect of the demographic situation upon 

the number and structure of the active agricultural population (See Table 2), 
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Table 2. Distribution of Active Population in Social Category ‘Peasants with In- 
dividual Farms'According to Age and Sex 
































(1977) 
Ambele | Masculin Feminin Femei lo 
sexe 100 bd 
1 2 3 om 
Populatia in virsté de 5 | 
15 ani $i peste 480 235 135 934 344 301 253 
| 15-19 ani 6 21 462 6671 14 691 217 
20-24 ,, 32 501 8 036 24 465 304 
25-29 34 442 7070 27 372 387 
30-34, 34 339 7 458 26 881 360 
35-39 43 835 9 542 34 293 359 
40-44, 48 857 12.090 36 767 304 
45-49 52 378 13 865 38 513 278 
50-54, 51 963 15 052 36 861 245 
55-59 ,, 35 050 9913 25 137 254 
| 60-64 ,, 38 923 11 835 27 088 229 
65-09 ,, 38 363 14 169 24 194 171 
70-74 ,, 28 770 11 865 16 905 142 
75 ani si peste 7 19 402 8 268 11134 135 
Virsta medie (oni) 8 47,5 50,5 46,4 
j 
1. Both sexes 5. Population aged 15 years and over 
2. Male 6. Years 
3. Female 7. 75 years end over 
4. Women per 100 men 8. Average age (years) 


In order to bring out the significance of the figures in the table more clearly, 
let us express them as an age-group pyramid (See graph below). 


The first conclusion is that the active population of peasants with individual 
farms is in an advanced stage of aging, the average age being 7.5 years. By 
way of comparison we note that the average age of the active tion in indus- 
try was 33.5 years (34.6 years for men and 31.4 years for women) in the 1977 cen- 
sus, and that of the "workers" category was 3.6 years, so that peasants with in- 
dividual farms are 1 years older than their fellows in the active population in 
industry (16 years for men and 15 years for women). 


The second conclusion we can draw from the figures in Table 2 is that self-repro- 
duction (6) of the social category "peasants with individual farms" is not as- 
sured. If we take the ratio between the age groups of 30-39 years and those of 
40-59 years as the index of self-reproduction, from the standpoint of replacement 
of the older age groups by the younger ones, it follows that the value of the in- 
dex is 63 percent for men and 82 percent for women. In other words, simple re- 
production (as an approximate term) is not assured. A qualification should be 
made concerning this problem. In view of the growing productivity of agricultu- 
ral labor, the same output volume will be obtained with less expenditure of time 
in the foreseeable future, which means in other words that objectively speaking, 
the number of the active population in agriculture as well as its proportion in 
the national economy will be steadily reduced. In some advanced countries the 
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oroportion of the population in the first sector (agriculture) is from 3 to 20 
percent of the total active population, whereas in Romania it is about 30 per- 
cent. But the problem is a oualitative one, a matter of the optimal distributi- 
on according to are and sex and the educational stock with which the active ag- 


ricultural population should be provided. 
Active Population of Peasants with Individual Farms in 1977 (in 15 Counties) 
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The third conclusion is that the active population of peasants with individual 
farms is heavily feminized. There are 253 women for every 100 men, but the vari- 
ation according to age is very great. In the most productive groups, from 20 to 
39 years, there are 352 women per 100 men, while in the groups from ho to 59 
years there are 270 women, Of course the problem would merit examination from 
the ergonomic standpoint and that of labor productivity in order to bring out 

the difference between men and women in those respects. But for the demographer 
it is important to point out the effect of the extent of women's employment in 
economic activity upon fertility, or more precisely upon the necessity of recon- 
ciling the maternal function with the economic function. 


It is clear from the foregoing summary that the peasantry in the hill and moun- 
tain zone is characterized by demographic imbalances, The demographic aging and 
feminization of that population and, in general, of the active agricultural and 























rural populations are not mere metaphors, to say nothing of another negative 
process, namely disqualification or loss of educational stock, which we will 
tave up a little later, Sut what is the economic significance of these imbal- 
ances? For a long time demography tas pointed out that age is a very important 
economic variable. For example, labor productivity increases up to a certain 
are and then declines, while ceteris paribus an aged population is less favora- 
ble for labor productivity and consequently for production and its receptiveness 
to technical progress and innovations is much less, It could be argued that its 
experience is richer, but only youth can exploit it. Moreover a feminized active 
population, especially with less educational stock, is less effective in econam- 
ic activity, and a modern agriculture with a high productivity and in step with 
technical progress cannot be achieved with a population wherein old men and wo- 
men predominate, with a limited educational stock, 


The above-mentioned characteristics of the individual peasantry vary from one 
county and one historical province to another, The average age of the men in 

the social category of "peasants with individual farms” is 7. in Crisana-Mara- 
mures, 8.5 in Moldavia, 50.6 in Transylvania, 51.2 in the Banat, 53.2 in Oltenia 
and about 55 in Wallachia. The lowest values of the average age of women are re- 
corded in the Crisana-Maramures area (li.l:), Moldavia (15.3), and Transylvania 
(46.2), and the highest ones are characteristic of Wallachia (17.1) and Oltenta 
(48.4). Accordingly the aging of the active population of individual farms is 
much more advanced in Oltenia and Wallachia than in Crisana-Maramures and Molda- 
via. Feminization is the most advanced in Wallachia (1) women per 100 men) and 
lowest in Crisana-Maramures (190 women per 100 men). Note also that in Wallach- 
ia for example there are 793 women to 100 men in the age groups from 20 to 39, 
while there are 236 in Crisana-Maramures. 


If we take Bistrita-Nasaud and Maramures counties, where the nurber of peasants 
with individual farms is one-sixth of their number in Romania and their propor- 
tion in the active agricultural population is about one-half, interesting con- 
clusions can be drawn. The men's average age is 5.8 and the women's is 13.7. 
There are 151 women to 100 men, and about 710 in the most productive age groups 
(20-39 years). Aging and feminization of the adult population are relatively 
less advanced in these counties, 


Unfortunately we do not have statistics on the educational stock of the active 
population of individual farms except on the levels of the national rural popu- 
lation and the rural population by counties, but those figures give us an indi- 
rect indication. In the 1977 population census the educational stock of the ur- 
ban population was 8,3 times creater than that of the rural one, and the average 
urban educational stock was about 5 times creater than the rural one (computed 
as a proportion of each of the two populations), 





The foreyoing points give rise to the natural question, what are the causes of 
the said processes and what measures could be devised to improve the situation 
and consequently create the conditions essential to exploitation of the agricul- 
tural food potential of the hill and mountain zone on a new level? 


There are no easy answers to those questions. Among the causes of the said dem- 
‘raphic imbalances we shall distinguish a direct cause, namely the residential, 
occupational and social mobility of the population, the most dynamic of which is 











the residential one (from village to city). The migration is selective, its 
“lows involving youth especially. The migrants' level of instruction is above 
that of the populations in the areas they leave. Women predominate in the migra- 
tion in the younger age proups and men in the more productive ones. This regu- 
larity observed in the village-city micration also requires explanation. The 
theories and models of the migration duly emphasize the "attraction" of the lo- 
calities reached (in this case the cities) and the "rejection" of the localities 
left (the villages), while the spatial mobility is accompanied by the occupati- 
omal and social ones, although those two also occur without physical movement 
from village to city. Thus we come to the explanation of the act of mobility. 
According to some sociolocists (D. Sandu) the general explanation is the differ- 
ence in quality of life between village and city, between the occupation of far- 
rer and the nonarricultural occupations, and between the social status of a pea- 
sant (cooperative and individual) and the status lent by the other social clas- 
ses and categories. As we know, socialist industrialization was the chief rea- 
son for social and spatial mobility. The constructive nature of the village-city 
micration cannot be questioned. But it mst be said in all responsibility that 
the migration was not socially and economically rational in all cases, just as 
urbanization, a constructive process, was not free of some bad effects either, 
such as some tendencies toward excessive concentration, lazging of small and me-~- 
dium cities, some discrepancies in urbanization among counties, etc. And so we 
come to industrialization, which as interpreted absolutely in a certain period 
without rerard for the problems of agriculture. At the Second Congress of Man- 
avenent Councils of the Socialist Agricultural Units and the Entire Peasantry 
(February 1981) Nicolae Ceausescu said, "In the light of experience with social- 
ist construction in Romania, it is now very evident that the principle of prior- 
ity industrialization to the detriment of arpricultural development and moderniza- 
tion actually led to neglect of the importance of increased agricultural produc- 
tion." 


A more reneral and less apparent cause of the demographic imbalances affecting 
the rural population including ‘the individual peasantry is the long-term decline 
in the birth rate as a general trend from which the rural population was not ex- 
empt. We are not examining that process now, but we should mention that Romani- 
a's whole demographic policy emphasizes stimulation of the birth rate and consol- 
‘dation of the family as the basic mecleus of society, and the rural population 
of the hill and mountain zone was long characterized by a birth rate much higher 
than in other areas of Romania, a profound affection for the family, and the 
practice of extended families. The heavy village-city migration and the penetra- 
tion of urban influences that were not always good seriously eroded the peasant 
cultural pattern. In recent years the statistics show us a birth rate of the ru- 
ral population lower than that of the urban one. But it is significant that a 
hivher birth rate is still found in Bistrita-Nasaud, Maramures, Neamt, Suceava 
and ‘rancea counties, which have a relatively high proportion of individual pea- 
sants and are noted ethnic and traditional regions preserving the major folk 
culture, 





The Jemorraphic aspects of the peasantry of the hill and mountain zone are com- 
bined with the economic and social ones, which have been brought out in various 
studies and articles. It clearly follows that the complex problems presented by 
arriculture and the peasantry can be solved only by a strategy that will complete- 
ly interrate all the sectorial policies, from industry and agriculture to 

















revyional planning amd the demorraphic policy. Stopping the village-city migra- 
tion by economic and educational means and causing some flows from cities to 
villaves involve only one phase and one aspect of the problem. Motivations must 
be created for such a radical change in a trend that has been going on for sever- 
al decades, 


To be sure the suggestions that have been made to develop small industry and han- 
ficrafts in villares, to intensify the tourist function of the hill and mountain 

zone, and even to start model ethnic villages are well advised. The measures re- 
cently begun concerning the system of prices encouraging contracting and purchas- 
cs in order to stimulate the growth of agricultural production and peasants’ in- 

comes will prove to be of major importance. There are sufficient levers that can 
be set in motion to solve a problem of national significance, 


For my part, I would point out the necessity of composite studies with interdisci- 
plinary participation to scientifically substantiate the measures that will be 
taken. I think it would be useful to resume the tradition of the monograph teams 
to study village life with affection and understanding, presenting a true picture 
of the villages' problems. In that way due importance would be attached to the 
study of the population and labor force and of the migration and demographic phe- 
nomena « 


FOOTNOTES 


l. The methodological information and statistics are taken from "Census of the 
Population and Dwellings As of 5 January 1977," Vol I; “Population: Demo- 
rraphic Structure,” Vol II; "Population: Socioeconomic Structure," Central Di- 
rectorate of Statistics, 1980; and "Statistical Yearbook of Romania, 1981," 
“entral Yirectorate of Statistics, 1981. 


2. The population census and the current statistics use the following classifi- 
cation of the social categories: a. workers (including workers in material 
production); b. cooperative members c,. intellectuals and office workers (in- 
cluding civil servants); d. cooperative artisans; e. peasants with individual 
farns; °. private artisans; and g. professionals and others. 


3. “The number of peasants with individual farms in the plains area is very 
small. The counties have the following active populations: Botosani 850, 
Braila 604, Constanta 527, Dolj 1,676, Galati 1,068, Ialomita 673, Iasi 
1,508, Olt 738, Teleorman 1,574, Tulcea 1,00, and Vaslui 1,293. In other 
words, their proportions are absolutely negligible. 


le Unfortunately we have no statistics on the communes in the hill and mountain 
zone, the mumber of which is 601 according to N. Brasoveam, and therefore 
we are obliged to refer to counties. 


C. “he historical provinces are Oltenia (Gorj, Mehedinti and Vilcea counties), 
‘Wallachia (Arges, Dimbovita and Prahova counties), Moldavia (Neamt, Suceava 
and Vrancea counties), the Banat (Caras-Severin county), Transylvania (Alba, 
3istrita-Nasaud and Hunedoara counties), and Crisana-Maramures (Bihor and 
‘‘aramures counties). 
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& concept well known in sociology and in theory of social structures meaning 
the extent to which a social class or category reproduces itself in the ab- 
sence of mobility between or within generations ani consequently with 


no 
influx from other social classes and categories ami solely by its own demo- 
rpraphic mechanism. 
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